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For  statement   of   facts  and  opinions   contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATE  RESEARCH  INDEX  OF  VOLUMES  2  and  3 

The  index  to  Volumes  2  and  3  is  nearing  completion,  and 
will  be  ready  for  distribution  within  a  few  days. 

COMMISSION  DECISIONS 

WISCONSIN 

3 — Investment  and  Return. 

Complaint  v.  the  Milwaukee  Gas  Light  Company  Alleging  Exces- 
sive Rates.  Decision  of  the  Wisconsin  Railroad  Commission 
Reducing  the  Rates.    Electrical  World,  September  6,  1913. 

The  rates  complained  against  in  this  decision  (see  2  Rate  Research 
352  and  355)  ranged  from  a  charge  of  75  cents  net  for  the  first  10,000 
cubic  feet  to  a  charge  of  50  cents  for  all  gas  used  in  excess  of  100,000 
cubic  feet. 

31 — Valuation. 

The  Commission  allowed  $8,770,148  for  present  value,  and  $9,841,986 
for  reproduction  cost.  The  company  made  no  objection  to  the  phys- 
ical valuation,  but  introduced  considerable  testimony  to  show  that  the 
Commission's  allowance  of  15  per  cent  for  overhead  charges  was  far 
too  low.  The  Commission  allowed  nothing  on  going  value  (though 
the  company  claimed  approximately  $2,000,000)  ;  from  $500,000  to 
$550,000  for  working  capital  (of  which  $350,000  represents  the  value 
of  stores  and  supplies)  ;  and  for  depreciation,  a  rate  of  2.5  per  cent 
on  the  depreciable  property. 

92 — Economy  and  Efficiency. 

The  company  claimed  that  it  should  be  allowed  to  capitalize  certain 

economies  by  means  of  which  it  has  been  able  to  increase  its  business 

and   consequently   decrease   its   rates.      The    Commission    refused    to 

allow  this  claim  wholly;  but  gave  consideration  to  ''economies  result- 

^    .       ing  from  unusual  engineering  foresight"  in  arriving  at  its  valuation 
^    "»        v —  ™„+„  — „i^^™  — ™^ „    ,„i,4^i,  ,»rnr,  d>i n  7nn  nan 
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for  rate-making  purposes,  which  was  $10,700,000. 


6— Rate  Differentials. 


The  Commission  found  that  70  per  cent  of  the  consumers  were  not 
jj        paying  their  fair  share  on  the  investment ;  and  that  this  70  per  cent 
consumed  only  one-third  of  the  gas  sold.     The  Commission  held  that 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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it  would  be  unable  to  remedy  this  condition,  without  charging  the 
small  consumer  an  exorbitant  rate;  and  therefore  adjusts  its  rates  to 
distribute  the  burden  over  all  the  consumers  instead  of  a  small  group. 

72 — Rate  Schedules. 

The  new  rates  are  as  follows : 

Rate: 

75  cents  net  per     1000  cu.  ft.  on  consumption  of  less  than  7000  cu.  ft.  per 
month. 

65  cents  per  1000  cu.  ft.  on  consumption  of  7000  to  20,000  cu.  ft.  per  month. 

55  cents  per  1000   cu.  ft.    on    consumption    of    20,000    to    100,000    cu.    ft.   per 
month. 

50   cents  per  1000  cu.  ft.   per   month   on   consumption   of   100,000   to   200,000 
cu.  ft.  per  month. 

45  cents  per  1000  cu.  ft.  per  month   on  consumption  of  over  200,000   cu.  ft. 

54-  MINIMUM   CHARGE  (St.  Louis) 

Reduced  Monthly  Minimum  in  St.  Louis.  Electrical  World,  August 
30,  1913. 

The  Union  Electric  Light  and  Power  Company  of  St.  Louis  has  re- 
duced its  minimum  charge  for  residence  lighting  from  $1  to  50  cents, 
the  new  rate  having  begun  August  1.  The  one  dollar  minimum  was 
itself  a  reduction  from  a  minimum  charged  at  the  rate  of  3  cents  per 
month  per  lamp  connected,  the  charge  in  no  case  being  less  than  $1.00. 

COURT   DECISIONS 

NEW  JERSEY 
2— Public  Service  Regulation. 

Public  Service  Gas  Company  Case.     The  following  paragraphs  con- 
clude the  rulings  handed  down  by  the  Supreme  Court  of  New  Jersey 
in  this  case  begun  in  3  Rate  Research  394. 
72-^Rate  Schedules. 

Upon  the  whole,  we  find  no  reason  in  the  rates  charged  elsewhere 
to  believe  that  90  cents  is  too  high  for  a  community  with  the  popu- 
lation of  the  Passaic  district.  Nor  do  we  find  the  charge  too  low 
when  compared  with  other  municipalities.  As  a  business  question, 
the  price  seems  within  the  bounds  of  a  fair  chance.  It  is  the  price 
which  the  president  of  the  company  offered  to  establish  in  1916; 
the  commissioners  have  anticipated  the  reduction  by  three  years. 
It  is  urged,  however,  on  behalf  of  the  company  that  the  fairness 
of  the  charge  is  to  be  tested  by  the  amount  of  the  company's  in- 
vest incut  ;iikI  the  average  return  thereon. 

34r— Rate  of  Return 

The  commissioners  thought  a  return  of  8  per  cent  on  the  value 
of  the  plant  was  an  adequate  return,  and  this  does  not  seem  to 
be  disputed.     No  question  seems  to  be  raised  about  the  cost  to 
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the  company  of  production  and  distribution,  nor  that  the  business 
was  conducted  with  proper  efficiency. 

311 — Basis  of  Valuation 

The  commissioners  undertook  to  ascertain  the  present  value  of  the 
property.  The  cities  insist  that  only  the  cost  of  reproduction 
should  be  allowed.  We  are  met  with  difficulties  and  valid  objec- 
tions whether  we  adopt  the  standard  of  actual  investment,  of  cost 
of  reproduction,  or  present  value.  It  would  be  a  waste  of  time 
for  us  to  go  over  this  discussion. 

311.3 — Present  Value. 

We  think  it  enough  to  say  that  the  great  weight  of  authority  is  in 
favor  of  the  standard  of  present  value.  That  standard  has  the 
sanction  of  the  United  States  Supreme  Court  in  cases  involving 
the  constitutional  rights  of  the  companies,  and  is  said  by  that 
court  to  be  no  longer  open  to  dispute  under  the  Constitution. 

San  Diego  Land  &  Town  Co.  v.  Jasper 189  U.  S.  439,  442 

23  Sup.  Ct.  571 

47   L.   Ed.   892 

Since  all  cases  of  the  kind  may  come  before  that  tribunal  for  final 
adjudication,  and  its  decisions  upon  the  constitutional  question 
would  be  binding  upon  us,  we  ought  to  adopt  the  same  rule.  That 
it  is  not  quite  inflexible  is  shown  by  what  the  court  has  said  as 
to  the  allowance  for  the  increased  value  of  land. 

YYillcox  v.  Consolidated  Gas  Co 212  U.  S.  19,  52 

29    Sup.    Ct.    192 

53   L.   Ed.    382 

15   Ann.  Cas.   1034 

No  difficulty  of  that  kind  is  presented  in  the  present  case. 

31 — Valuation 

There  is,  as  usual,  a  difference  in  the  valuation  of  the  physical  plant 
by  the  company  and  those  employed  on  the  part  of  the  commis- 
sioners or  the  cities.  The  commissioners  accepted  neither  valua- 
tion, but  adopted  a  value  above  the  lowest  of  all  and  above  the 
assessed  valuation,  but  less  than  that  fixed  by  the  lowest  of  the 
company's  experts.  Their  method  was  not  an  exact  one,  but  per- 
haps the  result  was  as  good  as  could  be  expected  from  the  variance 
in  the  testimony.  We  should  have  no  more  confidence  in  our  own 
result  and  are  not  disposed  to  disturb  theirs. 

We  think  that  upon  the  whole  they  reached  a  fair  valuation.  They 
took  30  per  cent  of  the  structural  cost.     .     . 

315.1— Going  Value 

The  controversy  turns  mainly  on  the  allowance  for  going  value 
and  the  refusal  to  allow  anything  for  the  value  of  the  franchise. 
For  going  value  or  cost  of  developing  the  business  $1,025,000  was 
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allowed.  The  cities  claim  that  no  allowance  at  all  should  be  made, 
and  their  writ  was  prosecuted  to  secure  the  correction  of  this  al- 
leged error.  .  .  The  company  insists  that  there  should  be  al- 
lowed about  twice  as  much,  including  preliminary  expenses  and 
cost  of  development. 

It  is  necessary,  therefore,  to  determine  first  whether  any  allowance 
at  all  for  going  value  is  proper.  We  think  both  on  weight  of 
authority  and  on  reason  there  should  be  such  an  allowance. 

National  Water  Works  v.  Kansas  City 62  Fed.  853 

' 10  C.  C.  A.  653 

27  L.  R.  A.  827 

Kennebec   Water   District   v.   Waterville 97   Me.    185 

54    Atl.    6 

60   L.  R.  A.   856 

Gloucester  Water  Supply  Co.  v.  Gloucester 179  Mass.  365 

60  N.  E.  977 

Town  of  Bristol  v.  Bristol  &  W.  Water  Works 23  R.  I.  274 

49  Atl.  974 

Norwich  Gas  &  Electric  Co.  v.  City  of  Norwich 76  Conn.  565 

57  Atl.  746 

Omaha  v.  Omaha  Water  Co 218  U.  S.  180 

30    Sup.   Ct.    614 

54  L.  Ed.  991 

We  think  counsel  for  the  company  are  right  in  their  contention 
that  the  value  of  an  assembled  and  united  plant  may  be  greater 
than  the  total  value  of  the  separate  parts.     .     . 

314 — Overhead  Charges 

The  cost  of  a  gas  plant  includes  not  merely  the  loss  of  interest 
while  the  plant  is  in  course  of  construction  and  is  building  up  a 
paying  business,  but  even  in  the  case  of  an  old-established  plant, 
for  the  manufacture  and  distribution  of  a  commodity  to  the  use  of 
which  the  public  has  become  so  accustomed  that  it  seems  a  neces- 
sity, there  must  be  loss  while  pipe  lines  are  extended  to  await  the 
coming  of  consumers  as  the  city  extends.  There  is  the  cost  of 
securing  and  retaining  customers,  of  encouraging  the  greater  use 
of  gas  for  fuel  and  for  light  by  the  introduction  of  new  and  im- 
proved appliances,  the  necessary  loss  attending  experiments  that 
promise  improvement,  the  obsolescence  of  plant  apart  from  that 
ordinary  calculable  depreciation  which  may  be  charged  to  current 
expenses  instead  of  being  capitalized,  the  expense  that  must  attend, 
and  the  additional  value  that  arises  from  the  uniting  of  separate 
concerns,  and  the  organizations  of  a  great  industry  with  a  view  to 
economical  production,  and  the  cost  of  procuring  capital  for  the 
original  works  or  subsequent  extensions.     .     . 

3 14.22 — Franchises 

The  most  important  controversy  is  with  reference  to  the  allow- 
ance for  the  value  of  the  special  franchises.     The  question  of  the 


Hate     Research 


propriety  of  allowing  for  the  value  of  special  franchises  is  one 
not  yet  settled  upon  authority.  That  they  are  property  is  well 
settled.  .  .  Our  own  taxing  laws  recognize  them  as  property,  and 
tax  them  accordingly.  .  .  Such  franchises,  however,  are  prop- 
erty of  a  peculiar  kind;  the  right  of  property  in  them  is  not  ab- 
solute, but  is  qualified  by  the  right  of  the  state  to  fix  reasonable 
rates.     .     . 

Los  Angeles  v.  Los  Angeles  City  Water  Co 177  U.  S.  558 

20    Sup.   Ct.    736 

44    L.    Ed.    886 

Detroit  v.  Detroit  Citizens'  St.  Rv.  Co 184  U.  S    368 

22    Sup.   Ct.    410 

46  L.  Ed.    592 

Cleveland  v.  Cleveland  City  Ry.  Co 194  U.  S.   517 

24    Sup.   Ct.    756 

48    L.    Ed.    1102 

Cleveland  v.  Cleveland  Elec.  Rv.  Co 201  U.  S.  529 

26    Sup.    Ct.    513 

50   L.   Ed.   854 

Vicksburg  v.  Vicksburg  Water  Works  Co 206  U.  S.  496 

27  Sup.  Ct.  762 

51  L.  Ed.  1155 

Whereas  in  those  cases  the  rate  is  fixed,  the  value  of  the  franchise 
may  be  calculated  upon  the  assumption  of  that  rate.  But  where 
as  in  this  case  the  rate  is  not  fixed  and  may  be  changed,  there  is 
no  stable  basis  upon  which  to  calculate  the  value  of  the  franchise, 
since  that  value  is  dependent  upon  the  rate.     .     . 

They  seem  to  have  cost  something.  When  it  is  said  that  these  fran- 
chises were  a  gift,  it  is  probably  meant  that  the  public  received 
little  or  nothing  for  them  except  the  obligation  which  the  com- 
panies assumed — to  perform  the  public  duties  for  which  they  were 
chartered.  This  obligation  may  or  may  not  have  been  a  fair 
equivalent.  Probably  in  the  early  days  when  the  success  of  the 
business  was  doubtful,  the  bargain  was  a  good  one  for  the  public, 
while  in  the  later  days,  when  gas  had  become  a  public  necessity 
and  the  growth  of  the  municipalities  to  such  a  point  as  to  make  the 
business  a  probable  success  was  assured,  the  bargain  was  a  good 
one  for  the  companies ;  assuming,  however,  that  the  bargain  was 
always  a  good  one  for  the  companies,  and  that  the  cost  to  the  com- 
panies was  always  so  trifling  that  the  franchises  may  fairly  be 
regarded  in  popular  language  as  a  gift,  it  does  not  follow  that  the 
franchise  is  not  a  valuable  property.  The  value  of  property  does 
not  depend  on  the  mode  by  which  title  is  acquired.     .     . 

132— Protection  from  Competition. 

There  is,  however,  a  sense  in  which  the  fact  that  franchises  are 
the  subject  of  gift  may  be  important.  The  value  of  a  gift  to  an 
existing  company  may  be  destroyed  by  a  similar  gift  to  a  new 
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corporation  or  other  individuals;  and  it  is  obvious  that,  in  order 
to  determine  the  wisdom  of  investing  in  the  enterprise,  the  new- 
comers would  be  under  no  necessity  of  seeking  a  return  upon  a 
franchise  for  which  they  were  to  pay  nothing.  Since  it  is  in  the 
power  of  the  state  to  bring  about  a  supply  without  compelling  the 
public  to  pay  on  the  franchise  valuation,  beyond  the  actual  cost 
of  procuring  it,  it  would  be  likely  to  do  so,  and  the  effect  would  be  to 
destroy  the  value  of  the  special  franchise  of  the  existing  company. 

314.22 — Franchises 

No  allowance  should  be  made  for  the  value  of  the  special  franchise 
in  a  case  where  it  is  not  legally  exclusive,  and  where  the  state  still 
retains  the  right  to  fix  rates.    That  is  the  present  case. 

MARYLAND 

2 — Public  Service  Regulation. 

Gregg  et  al.  v.  Laird  et  al.,  Comprising  the  Public  Service  Com. 
mission  op  Maryland.  Suit  to  Restrain  Certain  Orders  of  the  Com- 
mission Substituting  a  Meter  Rate  for  a  Flat  Rate  in  Baltimore.  De- 
cision of  the  Court  of  Appeals  of  Maryland,  Upholding  the  Com- 
mission's Decision.     April  30,  1913.     87  Atlantic  1111. 

Various  customers  of  the  Protective  Telephone  Association,  Baltimore, 
who  had  been  enjoying  a  flat -rate  established  by  an  Act  of  189-1,  ob- 
jected to  the  change  to  meter  rate,  contending  that  the  Public  Service 
Commission  Law  is  unconstitutional,  since,  in  giving  the  Commission 
power  to  regulate  rates,  it  gives  to  one  body  both  judicial  and  legis- 
lative power ;  that  the  Act  of  1891,  establishing  the  flat  rate,  has 
never  been  expressly  repealed;  that  the  effect  of  the  Public  Service 
Commission  Law,  if  it  has  any  effect  at  all,  is  to  invest  the  Com- 
mission with  the  power  of  repeal  of  the  prior  enactment,  a  thing  be- 
yond the  power  of  the  legislature  to  do ;  that  the  proceeding  having 
been  originated  by  the  telephone  company  who  submitted  rate  sched- 
ules for  approval,  does  not  come  under  the  provision  that  the  Com- 
mission may  investigate  "on  its  own  motion  or  on  complaint";  that 
the  appellants  have  not  been  heard,  and  the  action  of  the  Commis- 
sion amounts  to  the  granting  of  an  execution  before  judgment  is 
entered;  and  thai  the  act  is  invalid  in  that  it  makes  no  provision  for 
an  appeal  to  the  courts  from  an  order  of  the  Commission.  The  Court 
holds  that  the  Public  Service  Commission  Law  is  constitutional,  and 
contains  ample  provisions  for  the  protection  of  aggrieved  parties;  and 
adjudges  the  other  objections  also  to  be  without   merit. 

PENNSYLVANIA 

144 — Mergers. 

Greexsburg  v.  Westmoreland  Water   Co.     Suit   to   Restrain   the 
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Water  Company  from  Purchasing  Property  and  Franchises  of  Cer- 
tain Other  Water  Companies  and  from  Increasing  its  Capital  Stock 
and  Indebtedness.  Decision  of  the  Supreme  Court  op  Pennsyl- 
vania Permitting  the  Transactions.     April  28,  1913.     87  Atlantic  995. 

The  city  brought  suit  on  the  ground  that  it  had  a  rigid,  provided  for 
in  the  company's  franchise,  to  purchase  the  company's  property  at 
net  cost;  and  that  the  proposed  transaction  would  result  in  the 
acquisition  of  entirely  unnecessary  property,  and  would  render  it  im- 
practicable for  the  city  to  purchase  the  property,  in  case  it  finally 
elected  to  do  so.  The  Court  holds  that  the  corporation  has  legislative 
authority  to  make  the  purchase  since  a  corporation  created  under 
the  act  of  1874  may  purchase  the  franchises  and  property  of  any  other 
corporation  organized  under  the  same  act;  that  the  property  ac- 
quired is  not  "unnecessary,"  as  long  as  the  company  is  to  exercise 
the  franchise  and  perform  the  franchise  duties  of  the  component  com- 
panies; and  that  the  right  of  the  borough  to  purchase  the  company's 
property  does  not  enable  it  to  prevent  the  company  from  purchasing 
the  franchises  and  property  of  other  companies,  as  long  as  any  com- 
plication arising  from  the  consolidation  would  be  capable  of  solution, 
and  not  affect  the  city's  right  to  purchase  the  original  plant.  The 
Court  says  further  that  the  company's  right  to  increase  its  indebted- 
ness and  capital  stock  cannot  be  questioned,  and  that  it  does  not 
appear  that  the  proposed  increase  is  excessive. 

WASHINGTON 

243.6— Penalties. 

State  v.  Crawford  et  al.  Suit  to  Recover  Penalty  for  the  Collect- 
ing of  a  Greater  Fare  Than  That  Allowed  by  Law.  Decision  of  the 
Supreme  Court  op  Washington,  Holding  that  the  Penalty  Imposed 
was  so  Excessive  as  to  Practically  Prohibit  Making  a  Test  of  the 
Law,  and  that  the  Statute  Therefore  Denies  the  Equal  Protection  of 
the  Law  to  the  Company.     July  8,  1913.     133  Pacific  590. 

The  Seattle,  Renton  and  Southern  Railway  Co.,  operating  a  street 
railway  within  the  corporate  limits  of  Seattle,  were  convicted  of 
charging  a  ten  cent  fare  for  one  continuous  ride  within  the  corpo- 
rate limits  of  the  city,  contrary  to  Section  25  of  the  public  service 
commission  law,  which  forbids  the  collection  of  more  than  a  five 
cent  fare  for  a  continuous  ride  within  the  corporate  limits  of  any 
city  or  town.  This  suit  is  to  recover  the  lawful  penalty  for  such  an 
offence,  which  is  "imprisonment  in  the  county  jail  for  not  more  than 
one  year,  or  .  .  .a  fine  of  not  more  than  one  thousand  dollars,  or 
by  both."     The  court  holds  that 

.  .  .  [The]  railway  company  is,  by  the  terms  of  the  statute, 
denied  the  equal  protection  of  the  law,  and  ...  its  property 
is  liable  to  be  taken  without  due  process  of  law.  because  it  may 
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only  have  a  hearing  upon  a  claim  of  the  unconstitutionality  of  the 
statute,  at  the  risk,  if  mistaken,  of  being  subjected  to  such  heavy 
and  successive  penalties  as  to  practically  foreclose  it  of  the  right 
to  litigate  that  question.  This  view  has  received  the  sanction  of 
the  Supreme  Court  of  the  United  States.  (Ex  parte  Young,  209 
U.  S.  123,  28  Sup.  Ct.  441,  52  L.  Ed.  714,  13.  L.  R.  A.  (N.  S.) 
932,  14  Ann.  Cas.  764.) 

' '  Ordinarily  a  law  creating  offenses  in  the  nature  of  misdemeanors 
or  felonies  relates  to  a  subject  over  which  the  jurisdiction  of  the 
Legislature  is  complete  in  any  event.  In  the  case,  however,  of 
the  establishment  of  certain  rates  without  any  hearing,  the  validity 
of  such  rates  necessarily  depends  upon  whether  they  are  high 
enough  to  permit  at  least  some  return  upon  the  investment  (how 
much  it  is  not  now  necessary  to  state),  and  an  inquiry  as  to  that 
fact  is  a  proper  subject  of  judicial  investigation.  If  it  turns  out 
that  the  rates  are  too  low  for  that  purpose,  then  they  are  illegal. 
Now,  to  impose  upon  a  party  interested  the  burden  of  obtaining 
a  judicial  decision  of  such  a  question  (no  prior  hearing  having 
ever  been  given)  only  upon  the  condition  that  if  unsuccessful  he 
must  suffer  imprisonment  and  pay  fines,  as  provided  in  these 
acts,  is,  in  effect,  to  close  up  all  approaches  to  the  courts,  and  thus 
prevent  any  hearing  upon  the  question  whether  the  rates  as  pro- 
vided by  the  acts  are  not  too  low,  and  therefore  valid." 

COMMISSION  DECISIONS 

NEW  YORK  (1st  D) 
224— RATES. 

Complaint  of  the  Taxpayers'  Alliance  of  the  Borough  of  The 
Bronx  of  the  City  of  New  York  against  The  New  York  Central 
&  Hudson  River  Railroad  Company  and  The  New  York  &  Harlem 
Railroad  Company,  Alleging  Inadequacy  of  Service  and  Unreason- 
able and  Excessive  Rates  of  Pare  between  42nd  Street  and  the  North- 
ern Boundary  of  the  City  of  New  York.  Decision  of  the  New  York 
Public  Service  Commission,  First  District, Dismissing  the  Complaint . 

The  substance  of  this  complaint  is  that,  while  the  service  is  adequate 
in  the  sense  that  there  are  sufficient  trains  to  carry  the  passengers, 
the  trains  are  too  far  apart  for  the  convenience  of  the  would-be  pas- 
sengers, who  are  therefore  compelled  to  patronize  the  East  Side  Ele- 
vated, which  parallels  the  defendant  company's  line;  that  the  defend- 
ant company  should  be  able  to  make  money  at  a  five-cent  fare  if  the 
elevated  railway  company  is  able  to  do  so;  and  that  the  New  York 
&  Harlem  Kailroad  Company  did  not  need  to  charge  a  high  rate  of 
fare,  to  secure  a  proper  return  upon  its  investment,  because  of  money 
it  receives  from  outside  sources.  The  following  paragraphs  contain 
the  important  points  of  the  decision: 
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781 — Adequacy  of  Service. 

The  complaint  as  to  the  alleged  inadequate  service  is  one  that  is 
hased  upon  two  conditions.  ...  It  practically  admitted  that 
at  the  present  rate  of  fare  there  would  be  no  demand  for  a  local 
service  on  a  ten-minute  headway  all  day  long,  but  it  contended 
that,  if  the  fare  should  be  reduced  to  five  cents  so  that  the  road 
would  be  competing  with  the  elevated  road,  the  people  would  flock 
to  the  Harlem  Division  and  many  additional  trains  would  be  neces- 
sary. This  may  be  true,  but  in  this  proceeding  we  must  pass  upon 
the  question  of  adequacy  of  service  under  the  existing  rates  of 
fare,  because  what  service  would  be  required  if  there  were  a  lower 
rate  of  fare  is  problematic,  and  would  have  to  be  considered  when 
the  reduction  in  fare  was  made  and  the  traffic  presented  itself. 
This  company  has  at  no  time  (within  the  scope  of  its  facilities) 
refused  to  furnish  additional  trains  when  a  need  for  them  has  de- 
veloped. It  has  even  put  on  one  additional  train  during  the  re- 
cent hearings  at  the  request  of  some  of  the  traveling  public  and 
without  any  hearings  or  suggestions  from  this  Commission.  I 
think  that  that  part  of  the  complaint  charging  that  the  service  is 
inadequate  should  be  dismissed  on  the  ground  that  the  charge  of 
inadequate  service  has  not  been  proven. 

122 — Just  and  Reasonable  Charges. 

That  part  of  the  complaint  alleging  the  unreasonableness  of  the 
rates  of  fare  is  one  that  has  a  broad  scope.  The  complainant  has 
not  seemed  to  understand  or  to  properly  consider  the  question  out- 
side of  self-interest, — that  it  would  be  a  great  boon  to  the  property 
owners  along  the  line  of  this  railroad  to  get  a  five-cent  fare  between 
42nd  Street  and  points  within  the  Borough  of  the  Bronx  on  the 
service  that  is  being  rendered  by  this  steam  railroad.  The  com- 
plainant has  gone  to  great  length  in  its  argument  and  in  its  brief 
to  assert  that  this  Commission  should  take  its  view  of  the  case 
and  that  because  the  elevated  railroad — a  rapid  transit  line — runs 
trains  certain  hours  of  the  day  every  minute  and  carries  passengers 
for  five  cents,  many  of  them  standing,  this  railroad,  which  is  many 
times  more  expensive  to  construct  and  to  operate,  should  also  carry 
passengers  for  five  cents  and  in  addition  give  every  passenger  a 
seat.  .  .  .  While  it  is  true  that  rapid  transit  lines  carry  people 
15  or  perhaps  20  miles  for  five  cents,  they  carry  a  great  many 
short  riders  for  the  same  fare,  and  it  is  the  combination  of  the  two 
that  enables  them  to  carry  passengers  for  a  flat  fare.  ...  A 
steam  railroad  has  very  few  short-ride  passengers. 

A  large  percentage  of  passengers  on  the  rapid  transit  lines  con- 
sists of  such  short  riders.  Moreover,  in  most  cases  it  would  be  im- 
possible for  people  to  use  the  Harlem  Division  for  the  purpose  of 
riding  a  short  distance  for  the  reason  that  the  stations  are  too  far 
apart  to  enable  them  to  go  where  they  want  to  go.  The  stations 
on  the  rapid  transit  lines  are  very  close  together,  and  a  passenger 
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is  usually  not  at  a  loss  to  find  a  station  near  the  point  he  desires 
to  reach.     .     .     . 

The  complainant  has  utterly  failed  to  prove  that  the  rates  of  fare 
of  The  New  York  Central  &  Hudson  River  Railroad  Company  as 
lessee  of  The  New  York  &  Harlem  Railroad  are  unreasonable.   .   .   . 

In  the  discussion  after  the  close  of  the  hearing,  the  railroad  company 
submitted  a  proposition  whereby  it  agreed  to  put  into  force  a  limited 
commutation  rate  between  the  above  points,  on  condition  that  the 
local  fares  be  increased.  The  Commission  recommends  that  the  new 
commutation  rate  be  put  into  effect  without  the  increase  on  local 
rates.  For  if  the  company  could  afford  to  issue  the  tickets  on  con- 
dition that  it  raise  its  local  rates  (which  would  drive  away  all  of 
the  local  passengers  to  competing  lines)  it  certainly  could  afford  to 
do  it  without  raising  its  local  rates;  for  it  would  retain  the  local 
or  individual  single  riders.  The  Commission  further  recommends 
the  adjustment  of  rates  where  combinations  of  fares  within  the 
borough  amounted  to  less  than  through  rates.  The  Company  has 
expressed  its  willingness  to  comply  with  the  latter  recommendation. 

252—      COMMISSION  ANNUAL   REPORTS 

MASSACHUSETTS 

Twenty-eighth  Annual  Report  op  the  Board  of  Gas  and  Elec- 
tric Light  Commissioners  of  the  Commonwealth  of  Massachu- 
setts for  the  Calendar  Year  1912,  Including  Tables  from  the 
Annual  Returns  for  the  Year  Ending  June  30,  1912.  281  pages ; 
appendices,  433  pages. 

This  volume  includes  the  Board's  actions  with  regard  to  abatement 
of  smoke,  voluntary  associations,  and  recommendations  for  legisla- 
tion; tabulated  information  regarding  gas  and  electric  companies, 
including  their  taxes,  dividends,  reductions  in  price,  and  price ;  full 
information  regarding  municipal  ownership,  including  the  applica- 
tions received,  and  the  reports  of  municipal  operation ;  municipal 
statistics;  inspection  of  gas  and  gas  meters;  testing  of  electric  meters; 
violations  of  law ;  accidents ;  and  cases  pending  before  the  board.  The 
433  pages  of  appendices  give  tables  from  the  annual  returns  for  the 
year  ending  June  30,  1912,  and  include  lists  of  officers  ami  directors 
of  companies;  balance  sheets  of  companies  and  municipal  plants;  gas. 
electric,  and  municipal  plant  statistics ;  abstracts  of  accidents ;  special 
reports  to  the  legislature;  court  decisions;  and  new  legislation.  There 
is  a  complete  table  of  contents,  and  an  adequate  index. 
The  following  cases,  orders,  etc.,  are  noteworthy: 

Page 

Worcester  Street  Lighting  Rates  Case.    Rates  Adjusted 15 

(See  2  Rate  Research  21.) 

Plymouth    Gas    Light    Company.        Investigation    of    Rates    and 
Service   29 
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Natick  Gas  Company  Rates  Case.     Eates  Adjusted 32 

(See  2  Kate  Research  154.) 
Maiden  Street  Lighting  Case.     Rates  Adjusted 37 

(See  2  Rate  Research  115.) 
Haverhill  Rates  Case.     Rates  Adjusted 41 

(See  2  Rate  Research  233.) 

Order  re  Rate  Schedules,  Jan.  24,  1912 113 

Groton  Electrical  Rates  Case.  Commission  refused  approval  of 
12  cent  rate  voted  by  Town  for  municipal  plant,  since  the  re- 
turns would  not  cover  expenses 115 

Provisions  re  Fees  for  Testing  Electric  Demand  Indicators 121 


NEW  JERSEY. 

Third  Annual  Report  op  the  Board  of  Public  Utility  Commis- 
sioners for  the  State  of  New  Jersey  for  the  Year  1912.  504 
pages. 

This  volume,  referred  to  briefly  in  2  Rate  Research  296,  gives  the 
Board's  actions  on  uniform  accounting,  approval  of  security  issues, 
approval  of  franchises,  grade  crossings,  accidents,  meter  provers,  in- 
spections, and  suggested  amendments  to  the  law.  It  includes  lists  of 
the  applications  for  approval  of  issues  of  stocks,  bonds,  mortgages, 
etc;  of  leases,  mergers,  agreements,  etc.;  of  ordinances  granting  privi- 
leges to  public  utilities  and  submitted  to  the  Board  for  approval;  of 
actions  concerning  grade  crossings ;  of  the  inspection  of  railroads ;  of 
the  tests  of  gas  meter  provers;  and  the  inspectors'  reports  on  acci- 
dents. 

The  following  cases  of  interest  to  electric  light  companies  are  in- 
cluded : 

Page 
Citizens    and    Residents    of    Atlantic    County,    New    Jersey,    v. 
Atlantic   and  Suburban  Railway   Company  and  the  Atlantic 
City    and    Shore    Railroad    Company,    re    Increase    of    Rates. 
Increase  Allowed 52 

Freehold  Gas  Light  Co.     Rates  Regulated 99 

Farmers'  Telephone  Co.,  Petition  for  Approval  of  Certain  Pro- 
posed Increased  Rates.    Increase  Permitted 101 

Complaint  of  Raritan  Township  v.  the  Public  Service  Electric 
Company,  re  Street  Lighting  Rates.     Complaint  Dismissed.  .    113 
(See  2  Rate  Research  398.) 

Complaint  of  Mayor  of  Ocean  City  v.  City  Gas  Light  Company 
in  re  Minimum  Charge.  Board  forbids  minimum  charge, 
because    of   terms    of    ordinance,    but    recommends    that    new 

ordinance  "fair  to  both  alike"  be  created 173 

(See  2  Rate  Research  117.) 
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Complaint  of  Thomas  J.  Murphy  v.  Coast  Gas  Company,  re  Dis- 
continuing Service  because  of  Bill  Long  Overdue.   Dismissed.  .   182 

Complaint  of  S.  W.  Roberts  v.  Coast  Gas  Co.  Alleging  Excessive 

Charges.    Dismissed 186 

Application  of  the  Trenton  Chamber  of  Commerce  for  Suspen- 
sion of  Certain  Advance  Rates  of  the  Delaware  and  Atlantic 
Telegraph  and  Telephone  Company.     Increase  Allowed 213 

Complaint  v.  New  Jersey  Gas  Co.  in  re  Minimum  Rate.  Mini- 
mum Charge  not  Permitted  because  Not  Provided  for  in  Con- 
tract     224 

Public  Service  Gas  Co.  Rates  Case 246 

(See  2  Rate  Research  233.) 

Mattson  Rubber  Co.  v.  Public  Service  Electric  Co.,  re  Lamp 
Renewing  in  Case  of  Auxiliary  Service.  Renewals  Required  to 
be  Made  Only  on  Outlets  where  Electric  Company's  Service 
Alone  is  Used 315 

Complaint  of  Max  Marx  v.  Public  Service  Electric  Company,  in 
re  Minimum  Charge.  Board  Decides  Company's  Minimum 
Charge  (50  cents  per  horse  power)  to  be  Reasonable  for  Elec- 
tric Power  Service   59 


REFERENCES 
RATES 

616.1— Street  Lighting 

Rates  for  Electric  Lighting.  Discussion  by  Massachusetts 
Gas  and  Electric  Light  Commissioners  of  Proper  Basis  for  Fix- 
ing Street  Lighting  Rates.  Municipal  Journal,  1%  pages,  August 
7,  1913,  p.  162. 

This  emphasizes  the  point  that  for  any  given  community,  evidence  of  prices 
charged  in  other  communities  for  street  lighting,  while  not  without  weight,  can 
seldom  if  ever  be  regarded  as  controlling.  The  basing  of  the  price  of  street  light 
upon  the  amount  of  energy  required  to  operate  the  lamps,  at  as  advantageous 
terms  as  are  offered  private  consumers,  is  more  fundamental.  The  variation  in 
consumption  per  candle  power  of  carbon  and  tungsten  lamps,  would  make 
a  change  for  these  lights,  in  proportion  to  the  current  used,  unfair. 

Conditions  in  the  town  of  Plymouth,  Massachusetts,  arc  cited  as  illustrative  of 
the  need  of  a  clearer  understanding  between  municipalities  and  the  local  utilities 
aa  to  the  fair  and  reasonable  basis  for  fixing  street   lighting  rates. 

624 — Power  Factor. 

Power  Factor  Simply  Defined.  Electrical  Review  and  Western 
Electrician,  September  20,  1913,  p.  568. 

This  is  a  very  practical  description  of  how  calculations  for  power  factor  arc 
made.     Examples  are  given  to  illustrate. 
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INVESTMENT  AND  RETURN 

31 — Valuation. 

Teaching  Public  Utility  Valuation.  Editorial,  Electric  Railway 
Journal,  %  page,  September  6,  1913. 

This  refers  to  a  suggestion  by  the  chairman  of  the  Missouri  Public  Service 
Commission  that  the  University  of  Missouri  establish  a  special  chair  for  giving 
instruction  to  young  men  on  the  subject  of  physical  valuation  and  appraisement 
of  public  utilities  of  every  character,  in  preparation  for  employment  by  the 
Public  Service  Commission.  The  subject  of  valuation  is  spoken  of  as  too  in- 
clusive and  complex  to  be  easily  taught  or  comprehended.  Yet,  if  the  proposed 
course  succeeds  merely  in  laying  a  firm  foundation,  the  movement  would  not 
be  in  vain.  The  statement  is  made,  however,  that  even  with  such  a  foundation, 
the  immature  student  might  look  upon  his  thimbleful  of  definitions  and  theory 
as  thoroughly  fitting  him  for  valuation  work,  which  would  only  add  to  the 
chaos  already  existing  in  the  field. 

PUBLIC  SERVICE  REGULATION 

2 — Public  Service  Regulation. 

The  Regulation  of  Public  Service  Utilities,  by  George  A.  Lee. 
Journal  of  Electricity,  Tower  and  Gas,  3  pages,  September  13,  1913, 
p.  235. 

This  article  states  that  the  regulation  of  public  service  utilities  has  become  a 
well  defined  governmental  policy:  and  proceeds  to  consider  the  benefits  and 
advantages  arising  from  such  regulation  properly  and  efficiently  conducted.  A 
commission,  acting  as  an  impartial  and  unbiased  state  tribunal  in  the  settle- 
ment of  controversies  between  the  consumer  and  the  company,  can  establish 
good  will. — a  very  valuable  asset.  One  of  the  most  important  benefits  arising 
from  state  regulation  is  the  gradual  removal  of  utilities  from  the  sphere 
of  local  politics.  The  so-called  home  rule  idea  has  been  found  woefully  wanting 
in  merit  and  consequently  rejected.  Kegulation  of  municipally  owned  plants 
should  be  required,  especially  where  they  compete  strenuously  and  constantly 
with  those  which  are  privately  owned. 

2 — Public  Service  Regulation. 

Recent  and  Proposed  Legislation  Affecting  Public  Utilities,  by 
N.  W.  Brockett,  Journal  of  Electricity,  Power  and  Gas,  2  pages, 
September  13,  1913,  p.  240. 

This  outlines  the  relations  between  the  public  service  corporation  and  the  legis- 
lative bodies,  pointing  out  the  public's  misconception  as  to  the  real  function  of 
such  relation.  An  example  is  given  of  how  the  Washington  Legislature  passed 
an  electrical  construction  code  act  based  entirely  on  the  compromised  recom- 
mendations of  central  station  men  and  linemen  who  acted  in  the  capacity  of 
alleged  "lobbyists".  Officials  from  various  cities  in  Washington  made  a  deter- 
mined effort  to  obtain  the  so-called  "home  rule"  and  proposed  various  bills 
pertaining  to  relation  of  public  service  corporations,  all  of  which  failed  of 
passage,  being  based  on  a  radical  conception  of  legislation  as  effecting  such 
utilities.  The  Idaho  Legislature  has  enacted  a  Public  Service  Commission  Act 
which  follows  the  example  and  experience  of  the  eastern  states  in  incorporating 
in  this  law  the  certificate  of  convenience  and  necessity  which  is  not  a  part  of 
the  Washington  and  Oregon  Commission  Laws.     Experience  seems  to  have  proved 
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that  the  only  method  of  regulation  of  public  utilities  fair  to  the  people,  to  the 
state,  and  to  the  companies,  is  the  regulation  by  a  state  body.  As  regards 
municipal  utilities,  it  is  hard  to  see  why  the  taxpayer,  whose  property  is 
bonded  for  the  construction  of  such  a  plant,  and  who  is  taxed  to  pay  the  inter- 
est and  other  charges  for  its  maintenance  and  operation,  should  not  demand 
the  same  scrutiny  in  the  conduct  of  its  business  that  he  requires  in  that  of  a 
privately  owned   property. 

2 — Public  Service  Regulation. 

Preparation  for  Public-Utility  Regulation,  editorial,  Engineering 
Beeorcl,  2-3  page,  September  13,  1913,  p.  283. 

This  comments  on  the  two-epoch  idea  in  rate  regulation  suggested  by  Mr.  W.  J. 
Norton  in  the  paper  abstracted  in  3  Rate  Research  335.  The  changes  since 
the  days  where  most  of  the  States  let  the  companies  have  a  free  hand  in  capi- 
talization, and  make  their  own  agreements  with  the  municipalities  served,  are 
outlined.  The  statement  is  made  that  some  of  the  practices  which  led  to  in- 
flated capitalization,  had  their  origin  in  the  rapid  progress  of  the  art,  which 
necessitated  frequent  discarding  of  apparatus;  and  the  public,  having  enjoyed 
the  benefits  from  these  improvements,  should  not  destroy  the  securities  repre- 
senting them.  In  time  the  value  of  property  and  the  capitalization  represent- 
ing it  should  be  approximately  the  same;  but  any  too  sudden  attempt  to  make 
them  so,  will  lead  to  financial  disturbance  which  may  culminate  in  disaster. 

2 — Public  Service  Regulation. 

Public  Service  Control  and  American  Public  Service  Commis- 
sions (II  Controllo  Dei  Servizi  Pubblici  e  le  Public  Service  Com- 
missions Americane),  by  Renzo  Norsa.  La  Riforma  Soeiale.  Re- 
vieiv  of  Economics  and  of  Finance,  Turin,  Italy.  August-September, 
1913. 

This  is  a  review  of  the  subject  of  regulation.  The  advantages  of  regulation  as 
against  competition  are  pointed  out  and  a  few  quotations  of  some  important 
commissions'  rulings  on  this  subject  are  given.  After  a  few  historical  remarks 
on  American  Railroad  and  Public  Utilities  regulation,  the  following  topics  are 
reviewed:  franchise,  rate  of  return,  valuations,  accounting,  depreciation,  sched- 
ules and  rates.  The  writer  quotes  the  opinions  of  some  foremost  public  utility 
men,  as  Mr.  Insull  and  Mr.  Vail,  on  the  advantages  of  a  fair  and  enlightened 
regulation.  The  work  ot  the  Massachusetts,  New  York  and  Wisconsin  com- 
missions in  the  matter  of  regulation,  as  well  as  the  work  of  the  National  Elec- 
tric Light  Association  and  of  the  Rate  Research  Committee  in  the  matter  of 
accounting  and  rates,  are  pointed  out;  and  the  recent  work  is  also  mentioned 
of  the  Department  on  Regulation  of  the  National  Civic  Federation.  The  writer 
is  aware  of  the  difficulties  connected  with  the  question  of  regulation:  points 
out  the  fact  that  public  service  control  must  be  looked  at  as  a  solution  inter- 
mediate between  unrestricted  private  control  and  municipal  or  state  ownership 
and  finally  believes  that  the  relative  advantages  of  public  control  as  against 
public  ownership  will  be  undoubtedly  brought  out  by  American  experience. 

268 — Public  Service  Laws. 

Prevention  op  Unfair  Competition.  Journal  of  Electricity,  Power 
and  Gas,  Vi  page,  September  13,  1913,  p.  243. 

This  states  that  the  new  California  law,  effective  August  10,  1913,  seeks  the 
prevention  of  unfair  competition  among  public  utilities  by  making  it  unlawful 
for  any  utility  to  discriminate  between  different  localities  with  the  intent  of 
destroying  competition;  and  that  the  act  is  not  intended  to  prohibit  the  meet- 
ing in  good  faith  of  a  competitive  rate,  or  to  prevent  a  reasonable  classification 
of  service   by   public   utilities   for   the  purpose   of  establishing   rates. 
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For  statement   of   facts  and  opinions   contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATES 

72 — Rate  Schedules. 

The  Narragansett  Electric  Lighting  Company  of  Providence, 
Rhode  Island,  has  announced  changes  in  its  schedule  of  rates  for 
electric  power,  effective  in  Providence  only.  The  new  rates  became 
effective  July  1. 

POWER  RATE  D. 

This  rate  is  for  current  for  electric  motors,  electrolytic  processes,  commercial 
and  domestic  heating  apparatus/battery  charging  and  welding. 

Rate. 

A  Rate  ranging  from  8  cents  per  kilowatt  hour  for  the  first  140  kilowatt  hours 
use  per  month  on  an  installation  of  1  horse  power;  to  2.5  cents,  on  a  monthly 
consumption  of  14,500-20.000  kilowatt  hours  per  month,  on  a  connected  load  of 
75  to  200  horse  power  per  month. 

Minimum  Charge. 

$1.00  per  month  for  installations  of  less  than  2  horse  power. 

$0.50  per  horse  power  per  month  for  installation  ranging  from  2  to  10  horse  power. 

$5.00  for  installations  exceeding  10  horse  power  per  month. 

POWER  RATE  F. 

This  rate  is  for  customers  signing  an  annual  contract  with  a  demand  of  5  horse- 
power or  over.  Current  may  be  used  for  electric  motors,  electrolytic  processes, 
commercial  and  domestic  heating  apparatus,  battery  charging  and  welding. 

Rate. 

The  rate  is  of  the  "Hopkinson"  type,  with  step  discounts. 

H.  P.  Demand 

5  to   10 

10  to  20 

20  to  30 

30  to  40 

40  to  50 

50  to   75 

75  and  over 

Minimum  Charge. 

The   above  monthly   service  charge. 

The  rates  in  Schedule  D  above  are  reduced  from  a  rate  ranging  from 
10  cents  per  kilowatt-hour  per  month  to  2.5  cents  on  an  installation 
of  65  to  200  horse-power,  where  the  gross  monthly  bill,  without  dis- 
count, amounted  to  $1,450  to  $2,000  per  month. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 


thly  Service 

Plus  Current 

Charge 

Charge 

$1.50  per 

II.  P. 

.015 

1.40 

.014 

1.35 

.013 

1.30 

.012 

1.25 

.011 

1.20 

.010 

1.15 

.009 
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Power  Rate  F  previously  was  available  only  to  customers  signing  an 
annual  contract  with  a  demand  of  10  horse-power  or  over.  The  rate 
started  with  a  demand  charge  of  $1.55  per  horse-power  plus  an  energy 
charge  of  .017  per  kilowatt  hour,  on  a  demand  of  10  to  20  horse- 
power; and  ended  with  a  demand  charge  of  $1.15  per  horse-power, 
plus  an  energy  charge  of  .012  per  kilowatt-hour  on  a  demand  of  75 
horse-power  and  over. 

In  reference  to  the  establishment  of  the  new  rates,  the  Company  says': 
"The  City  of  Providence  has  recently  reduced  our  franchise  tax  from 
3%  on  gross  earnings  to  %  of  one  per  cent,  and  the  rates  were  reduced 
so  as  to  give  this  saving  to  our  consumers.  The  rates  will  also  go  into 
effect  in  our  outlying  territory  as  soon  as  the  various  towns  and  cities 
take  the  same  action  as  that  taken  by  the  City  of  Providence." 

COMMISSION  DECISIONS 
ARIZONA 

3 — Investment  and  Return. 

I.  E.  Huffman,  Mayor  ft  al.  v.  Tucson  Gas,  Electric  Light  and 
Power  Company.  Decision  of  the  Arizona  Corporation  Commission. 
Establishing  Rates  for  Gas  and  Electric  Service.     July  9,  1913. 

54.5 — Meter  Kental. 

Upon  order  of  the  Commission  during  the  hearing  all  meter  rentals 
charges  were  abolished. 

65 — Discrimination. 

The  company's  records  show  a  wide  range  of  rates  for  the  same  class 
of  electric  service: 

It  appears  that  discrimination  prevailed,  possibly  the  result  of  influ- 
ence brought  to  bear  in  the  past  when  unequal  charges  were  not  un- 
lawful and  before  public  service  corporations  were  subject  to  Com- 
mission control.  Some  of  the  larger  patrons  in  the  business  district 
have  used  their  commercial  business  to  secure  preferential  residence 
rates  ;it  their  homes;  concessions  were  granted  for  various  reasons, 
and  in  general  the  condition  found  to  exist  with  respect  to  varying 
rates  was  not  unlike  conditions  existing  in  many  cities  and  towns 
where  utilities  are  unrestrained  by  law  or  Commission.     .     .     . 

617 — Breakdown  or  Auxiliary  Service. 

Certain  consumers  have  installed  Lighting  plants  and  use  the  com- 
pany's service  only  to  relieve  or  assist  the  private  plant. 

Evidence  was  presented  showing  that  higher  charges  for  electric 
service  were  exacted  from  those  who  secured  illumination  from 
sources  other  than   from  the  respondent. 

Respondent  contended  thai  the  higher  rates  exacted  under  what 
was  termed   "breakdown  or  auxiliary  conditions."  were  justified, 
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and  that  it  would  be  unfair  to  the  general  public  to  allow  a  few 
consumers  to  secure  a  portion  of  their  service  at  the  same  rates  that 
are  charged  the  general  public  for  their  entire  service.  These  pri- 
vately owned  lighting  plants  were  usually  installed  to  afford  relief 
from  charges  for  electricity  deemed  by  those  installing  them  to  be 
excessive. 

Our  order  herein  will  eliminate  all  discrimination  and  preference. 
Kates  must  be  uniform  for  similar  classes  using  equal  quantities  of 
electrical  energy.  All  consumers  should  share  equally  in  the  advan- 
tages and  burdens  of  maintaining  public  service  corporations. 

616 — Official  or  Government  Rates. 

Prima  County  is  charged  an  excessive  rate  for  gas  service  at  the 
Court  House  as  compared  with  the  rates  charged  to  all  other  con- 
sumers. This  is  wholly  unwarranted,  inexcusable,  and  unexplained. 
Respondent  occupies  county  highways  with  its  poles  and  wires, 
and  the  County  might  well  have  demanded  consideration  instead  of 
submitting  to  higher  rates  than  those  paid  by  any  other  con- 
sumer.      ...  ,   ; 

314.1 — Promotion.  ' 

Respondent  contends  that  an  additional  item  of  valuation  be  al- 
lowed to  cover  expenses  preliminary  to  the  construction,  as  for  ex- 
ample, organization  expenses,  expenses  of  engineering  and  surveys 
incurred  preliminary  to  the  promotion  of  the  project,  and  all  legiti- 
mate cost  of  promoting  and  financing  an  enterprise  of  this  nature. 

It  appears  that  there  is  insufficient  data  covering  such  expenditures. 

314.22— Franchises. 

Respondent  asks  that  Franchise  Cost  of  $1,000  for  the  two  depart- 
ments be  allowed,  it  being  estimated  that  the  existing  franchise  was 
the  result  of  approximately  this  expenditure,  in  attorneys'  fees 
paid,  expenses  of  conference  and  meetings  with  the  City  Council, 
the  recording  of  instruments  and  other  incidentals  Avhich  accom- 
pany transactions  of  this  kind.  There  is  nothing  of  record  show- 
ing any  expenditure  for  franchise.  That  a  franchise  would  cosl 
$1,000  is  speculative  and  vague. 

314.4 — Construction. 

Legal  expenses  and  taxes  during  construction  were  claimed  by  the 
respondent  as  part  of  its  assets,  it  being  alleged  that  advice  of 
attorneys  was  necessary  to  protect  the  respondent's  interests  dur- 
ing construction,  assist  in  the  adjustment  of  matters  developing 
between  the  respondent  and  outside  individuals,  such,  for  exam- 
ple, as  rights  of  way,  location  of  poles,  threatened  suits  of  law.  and 
other  instances  where  legal  advice  is  required.  The  respondent 
assumes  that  it  would  be  taxed  for  that  portion  of  its  property 
completed  on  the  date  of  the  assessment,  and  as  the  operating 
period  had  not  at  that  time  commenced,  such  costs  would  lie  the 
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natural  outgrowth  of  construction  and  becomes  an  item  of  value 
upon  which  the  earnings  should  be  allowed.  On  the  other  hand,  it 
is  claimed  by  the  Attorney  General  and  City  Attorney  that  there 
was  no  evidence  introduced  in  this  case  showing  that  expenses  of 
this  nature  had  actually  been  incurred,  and  therefore,  such  ex- 
penses were  not  a  legitimate  part  of  the  allowance  to  be  made  in 
determining  the  value  of  the  properties  for  rate  making  purposes. 

315.1— Going  Value. 

The  testimony  in  this  case  discloses  nothing  indicating  any  losses 
in  the  early  history  of  this  respondent ;  on  the  contrary,  the  record 
before  us  shows  that  respondent's  earnings  have  been  more  than 
sufficient  to  offset  any  claims  for  going  value.  We  find  nothing 
in  the  record  justifying  this  Commission  allowing  any  sum  to  cover 
such  hypothetical  value. 

318— Working  Capital. 

Various  methods  were  used  in  determining  what  the  amount  of 
working  capital  should  be.  By  one  method  the  accounts  receivable 
and  supplies  and  cash  necessary  to  render  the  operations  of  the  re- 
spondent successful  were  offset  against  the  deposits,  accounts  pay- 
able and  other  items. 

It  wTas  contended  that  supplies  and  cash  on  hand  would  naturally 
be  much  larger  in  Tucson  than  in  an  Eastern  community  located 
closer  to  the  markets  and  financial  interests  controlling  the  opera- 
tions of  the  system.  By  another  method,  comprising  the  difference 
between  the  current  assets  and  current  liabilities  of  the  respondent, 
it  is  contended  that  the  allowance  should  be  in  excess  of  $30,000, 
and  that  the  respondent  was  actually  using  in  excess  of  that  sum 
at  the  time  of  the  hearing. 

On  the  other  hand,  the  engineer  of  the  Commission,  the  Attorney 
General  and  the  City  Attorney  lay  great  stress  on  the  fact  that 
unnecessary  investments  in  supplies  and  fuel  should  not  be  allowed, 
and  if  the  respondent  has  more  cash  on  hand  to  meet  its  daily  busi- 
ness needs  than  is  actually  required  in  the  normal  course  of  its 
business,  that  an  allowance  therefor  should  not  be  made.     .     .     . 

The  Commission  holds 

That  $12,500.00  for  the  electric  department  and  $4,000.00  for  the 
gas  department  should  be  allowed  for  working  capital. 

362 — Accrued  Depreciation. 

The  engineers  for  the  Commission  and  engineers  for  respondent 
agreed  upon  accumulated  depreciation  which  was  found  to  be  ap- 
proximately 3%  per  annum  on  depreciable  property. 

365 — Annual  Rate   of  Depreciation. 

Upon  full  consideration  of  the  facts  before  us  we  are  of  the  opin- 
ion that  Sy2%  should  be  allowed  annually  upon  the  depreciable 
property  of  respondent.      .      .      . 
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34— Rate  of  Keturn. 

Much  evidence  was  submitted  in  regard  to  a  proper  rate  of  return. 

The  legal  interest  rate  in  Arizona  is  6%.     The  decision  says: 

Local  prospects  and  conditions  have  been  reviewed  carefully  by 
this  Commission,  and  from  a  review  of  all  evidence  presented,  we 
are  of  the  opinion  that  the  respondent  should  earn  not  less  than 
8%.  Should  respondent,  by  the  practice  of  economies  or  the  in- 
troduction of  efficiencies,  be  able  to  earn  as  high  as  10%,  the  Com- 
mission will  not  consider  such  excessive. 

311.3— Present  Value. 

It  is  the  Commission's  belief,  under  the  conditions  existing  in 
Tucson,  that  the  depreciated  value  of  the  property  is  the  basis  upon 
which  should  be  established  the  value  for  rate  making  purposes, 
allowance  for  return  and  depreciation  reserve. 

315 — Intangibles. 

Upon  full  consideration  of  the  facts  presented  in  this  case,  we  are 
of  the  opinion  that  twelve  per  cent  (12%)  should  be  added  to  the 
agreed  physical  value  of  the  property  of  respondent,  excepting  the 
real  estate,  to  cover  overhead  charges  and  all  intangibles. 

A  careful  review  of  the  Gas  Department  discloses  the  fact  that  this 
branch  of  respondent's  business  is  not  earning  an  amount  in  ex- 
cess of  the  rate  of  return  herein  declared  to  be  reasonable,  for  which 
reason  the  existing  maximum  rate  of  $2.00  per  one  thousand  cubic 
feet  will  not  be  reduced  at  this  time. 

Respondent  contends  that  the  electric  department  should  assist 
the  gas  department  financially  until  such  time  as  the  latter  can 
secure  the  necessary  increase  in  business  sufficient  to  build  up  its 
net  earnings.  The  Commission,  however,  is  of  the  opinion  that  each 
department  must,  under  the  law,  be  considered  independent  of 
other  departments.  Whether  a  lower  gas  rate  would  so  stimulate 
consumption  as  to  result  in  greater  net  earnings  is  a  question  the 
respondent  no  doubt  will  give  due  consideration. 

312.8— Discarded  Property. 

The  respondent  submitted  a  statement  of  the  loss  due  to  discarding 
property  in  the  original  plant.     The  Commission  is  of  the  opinion 
that  these  losses  should  have  been  written  off  by  the  respondent  dur- 
ing past  years  and  we  believe  that  no  allowance  of  value  for  such 
items  should  be  made  for  rate  making  purposes.     .     .     . 

139.9— Deposits. 

The  Commission  approved  the  $5.00  deposit  for  residential  service 
and  $10.00  for  store  service,  estimated  consumption  for  two  months, 
for  the  reason  that 

if  it  were  not  recpiired  and  the  Respondent  should  suffer  loss  from 
service  unpaid  for,  such  loss  would  directly  react  upon  the  remain- 
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72 — Rate  Schedules. 

The  former  rate  for  electric  service  was  20  cents  per  kilowatt-hour, 
with  an  initial  discount  of  25  per  cent  for  a  five-year  contract  and 
discounts  in  proportion  to  consumption,  ranging  from  5  to  50  per 
cent  with  a   minimum  charge  of  $1.00. 

The  rates  ordered  for  electric  service  are  as  follows : 

LIGHTING   RATES. 
Rate. 

For  a  monthly  consumption  of  0  KWH.  or  less $1.00 

For  the  first    100  KWH.  consumed  in  any  one  month  11     cents  per  KWH. 
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Electric  current  for  electric  irons,  electric  fans  and  other  electrical  appliances 
may  be  taken  from  lighting  circuits  on  the  foregoing-  lighting  rates,  subject  to 
regulations   which    may   be   prescribed   by   the   Corporation   Commisson. 

POWER  RATES. 

For  the  first  100  KWH.  consumed  in  any  one  month  10     cents  per  KWH. 
"     "    next  100       "  "  "        "     "         "  8 

u      a  tt      inn        "  "  "         "      "  "  6  "  "  " 

it       a  tt       9f)f)  "  "  "  "       "  "  5  "  (i  " 

i.        i.  u        9^f>  "  "  "  "        "  "  4  "  "  " 

..       (<  »       9=;o  "  "  "  "       "  "  3  5        "  "  " 

All  in  excess  of  1000  KWH.  "  "        "     "  "  2.8      " 

A  monthly  minimum  charge  of  $1.50  for  two  horse  power  or  less,  and  75  cents 
for  each  additional  horse  power  of  connected  load,  shall  be  made.  This  minimum 
shall   not  be   charged   in  addition  to   the   above  charges   for  current. 

STREET  LIGHTING. 

The  charge  for  street  arc  lights  to  the  City  of  Tucson  shall  remain  as  at  present. 
Any  proposed   change  shall  be  submitted  to  the  Commission  for  approval. 

In  regard  to  the  rates  for  gas  the  order  reads : 

The  present  charges  for  gas  for  fuel  and  illuminating  purposes  shall 
continue,  providing,  however,  all  charges  must  be  uniform  to  like 
classes  of  service  and  that  no  discrimination  exists. 

A  minimum  charge  of  fifty  cents  per  month  shall  be  made  tor  each 

gas  meter  installed. 
The  respondent  filed  an  application  for  rehearing  alleging  among  other 
tilings  that  the  Commission  had  unjustly  disallowed  the  claim  for  con- 
tractor's profits,  preliminary  expenses,  franchise  cost,  going  value  and 
other  items,  giving  as  a  reason  that  definite  data  of  actual  cost  was 
not  submitted  by  the  company.     The  company  contends  that  because 
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of  lack  of  data  cost  of  reproduction  had  to  be  taken  as  a  basis  of  in- 
vestigation and  that  the  Commission  was  inconsistent  and  unfair  in 
not  allowing  for  all  proper  items  on  this  basis. 

The  company  further  contends  that  in  allowing  3%  for  accumulated 
depreciation  the  Commission  failed  to  take  into  consideration  that  re- 
pairs and  replacements  had  materially  lengthened  the  remaining  life 
of  the  different  plants  and  that  a  reasonable  allowance  would  have 
been  6%  of  the  total  value  of  the  electrical  property  and  4%  for  the 
gas  property. 

In  regard  to  the  rates  ordered  by  the  Commission  the  company  alleges 
that  the  rates  are  inadequate  and  discriminatory  in  that  consumers 
are  charged  the  same  rate  without  consideration  of  different  demand 
costs  and  no  distinction  is  made  between  the  commercial  and  residence 
lighting.     The  application  for  rehearing  was  denied. 

CALIFORNIA 

3 — Investment  and  Return. 

V.  A.  Solari  v.  Tuolumne  County  Electric  Power  and  Light 
Company,  Complaint  Alleging  Unjust  and  Unreasonable  Rates.  Deci- 
sion of  the  California  Railroad  Commission  Fixing  Rates.  July 
29,  1913. 

The  decision  in  this  case  contains  an  extensive  discussion  of  the  valua- 
tion of  the  property  and  the  proper  allowance  for  operating  expenses. 

312.8— Discarded  Property. 

One  of  the  company 's  lines  is  no  longer  in  use.  The  Commission  states 
that  the  possibility  that  it  will  ever  be  necessary  to  use  this  line 

.  seems  entirely  too  remote  to  justify  the  continued  inclusion 
(of  the  value)  of  this  line  in  capital  account  on  which  the  defend- 
ant may  justly  claim  to  be  entitled  to  a  fair  and  reasonable  return. 
It  seems  fair,  however,  to  permit  the  defendant  during  each  of  the 
ensuing  ten  years  to  collect  rates  high  enough  to  permit  it  to  charge 
off  such  sum  on  its  books  that  by  the  end  of  the  ten  years  the  prin- 
cipal so  charged  off,  together  with  the  interest,  shall  have  amounted 
to  the  entire  value  of  the  line  at  the  present  time.  I  believe  that 
it  will  be  very  liberal  on  the  part  of  rate  fixing  authorities  to  per- 
mit this  to  be  done.     .     .     . 

628  -Quantity  Use. 

In  establishing  rates  to  yield  the  necessary  revenue  an  analysis  of  the 
consumer  data  was  made  to  determine  a  basis  for  rates  "fair  and 
reasonable  as  between  different  amounts  of  electric  energy  consumed 
and  different  class  of  consumers." 

The  report  shows  that  the  following  average  conditions  prevailed 
with  reference  to  the  electric  energy  sold  through  meters  during  the 
year  1912: 
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Approximately  2714  per  cent  of  all  metered  en- 
ergy sold  to  consumers  whose  average  Decem- 
ber consumption  was  about 34  kilowatt-hours 

Approximately  lSy2  per  cent  of  all  metered  en- 
ergy sold  to  consumers  whose  average  Decem- 
ber consumption  was  about 108  kilowatt-hours 

Approximately  20%  per  cent  of  all  metered  en- 
ergy sold  to  consumers  whose  average  Decem- 
ber consumption  was  about 206  kilowatt-hours 

Approximately  15%  per  cent  of  all  metered  en- 
ergy sold  to  consumers  whose  average  Decem- 
ber consumption  was  about 388  kilowatt-hours 

Approximately  17%  per  cent  of  all  metered  en- 
ergy sold  to  consumers  whose  average  Decem- 
ber consumption  exceeded 500  kilowatt-hours 

Under  the  conditions  shown  in  the  foregoing  table,  assuming  an- 
nual sales  amounting  to  266,682  kilowatt-hours,  and  allowing  an 
ample  margin  of  safety,  we  can  be  reasonably  certain  that  the 
actual  annual  consumption  of  electric  energy  through  meters  will 
fall  within  the  "blocks"  shown  in  the  following  table: 

72,671  kilowatt-hours 

49.336  kilowatt-hours 

55.337  kilowatt-hours 
42,002  kilowatt-hours 
47,336  kilowatt-hours 


Less  than  50  kilowatt-hours  per  month .  . . 
From  50  to  150  kilowatt-hours  per  month 
From  150  to  300  kilowatt-hours  per  month 
From  300  to  500  kilowatt-hours  per  month 
Over  500  kilowatt-hours  per  month 


266,682  kilowatt-hours 

The  rates  established  in  the  order  establish  a  price  for  an  initial 
amount  consumed  and  a  smaller  price  for  additional  "block"  con- 
sumed. The  application  of  these  rates  to  the  amounts  of  energy 
consumed  is  estimated  to  yield  the  revenue.     .     .     . 

SCHEDULE. 

GENERAL  LIGHT  AND  POWER  RATE  A. 

Applicable  to  all  energy  consumed  for  lighting  or  power  not  otherwise  specifically 

classified. 

Rate. 

First     50  kilowatt-hours  per  month  per  meter S  cents  per  kilowatt-houi 

Xext  100  kilowatt-hours  per  month  per  meter C  cents  per  kilowatt-hour 

\e\t    150  kilowatt-hours  per  month  per  meter 4  cents  per  kilowatt-hoar 

Xext   200  kilowatt-hours  per  month  per  meter 2  cents  per  kilowatt-hour 

Minimum   Charge.     $1.00   per   month   per   meter. 

LARGE  LIGHT  AND  POWER  RATE  B. 

If  consumption  through  one  meter  during  any  month  exceeds  500  kilowatt-hour-;, 
the  rate  >liall  be    I  cents   per  kilowatt-hour. 
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OFF-PEAK  POWER   RATE   C. 
Applicable  to  general  commercial  and  industrial  off-peak  power. 

Rate. 

First  50  kilowatt-hours  per  horse-power  per  month.... G  cents  per  kilowatt-hour 
Over  50  kilowatt-hours  per  horse-power  per  month.... 4  cents  per  kilowatt-hour 
All  over  100  kilowatt-hours  per  horse-power  per  month. 2  cents  per  kilowatt-hour 

Minimum  Charge.     $1.00  per  horse-power  per  month. 

STREET  LIGHTING  RATE   D. 

Applicable  to  "all  night"  street  lighting  only. 

Fvate  per  year  per 
Connected  Load         ,  watt  connected 

Less    than    y±    kilowatt 20  cents 

y±  kilowatt  and  less  than  V->   kilowatt 19  cents 

y2   kilowatt  and  less  than     1   kilowatt 18  cents 

1  kilowatt  and  less  than     2  kilowatt 17  cents 

2  kilowatt  and  less  than     4  kilowatt 16  cents 

4  kilowatt  and  less  than     8   kilowatt 15  cents 

5  kilowatt  and  over 14  cents 

COURT   DECISIONS 

FLORIDA. 

129.3 — Refusal  of  Service. 

City  of  Gainesville  v.  Gainesville  Gas  &  Electric  Power  Co. 
Suit  to  Restrain  the  Company  from  Closing  Down  Business  and  Dis- 
continuing Service.  Decision  of  the  Supreme  Court  op  Florida 
Ordering  the  Company  to  Continue  Service.  May  20,  1913.  62 
Southern  919. 

The  Gainesville  Gas  and  Electric  Power  Co.,  furnishing  electric 
energy  to  some  six  hundred  and  sixty  dwellings,  various  cotton  gins, 
and  the  University  of  Florida,  all  of  which  are  entirely  dependent 
upon  the  company  for  their  electrical  supply,  announced  its  inten- 
tion of  closing  down  business  as  the  result  of  confiscatory  rate  regu- 
lation by  the  municipality.  The  court  holds  that,  even  if  the  rates 
are  confiscatory,  the  Company  must  continue  to  furnish  service  until 
legally  relieved  of  the  responsibility.  Important  paragraphs  of  the 
decision  are  as  follows : 

The  policy  of  the  law  is  to  require  by  mandatory  process  the  per- 
formance by  public  utility  corporations  of  their  duties  to  the  pub- 
lic.    .     .     . 

An  express  contract  is  not  essential  to  establish  reciprocal  rights 
between  a  public  service  company  and  the  public  it  undertakes  to 
serve.    Such  rights  arise  by  implication  of  law.     .     .     . 

131 — Protection  from  Confiscation. 

While  it  is  the  duty  of  the  company  to  observe  all  lawful  munici- 
pal regulations,  the  company  has  a  right  to  receive  a  reasonable 
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compensation  for  the  public  service  it  renders  to  the  city  and  its 
inhabitants  and  to  the  equal  protection  of  the  laws  in  every  de- 
partment of  the  government.  If  the  regulations  imposed  by  the 
city  are  in  law  and  in  fact  illegal  for  any  reason,  the  company  has 
its  complete  and  adequate  remedy  by  appropriate  proceedings ;  but 
the  company,  being  engaged  in  rendering  a  public  service,  must 
continue  to  do  so  in  a  reasonably  adequate  manner  until  relieved 
of  its  duty  by  due  process  of  law.     .     .     . 

While  the  public  service  must  be  performed  in  a  reasonably  ade- 
quate manner,  unlawful  regulations  as  to  rates  should  not  be  en- 
forced. The  court  may  on  a  proper  showing  enjoin  illegal  regula- 
tions of  the  rates  to  be  charged ;  the  duty  of  the  company  being  to 
render  the  service  undertaken,  and  its  right  being  to  charge  a  rea- 
sonable compensation  for  service  rendered. 

IDAHO. 

129 — Default  in  Public  Service. 

City  op  Pocatello  v.  Murray  et  al.  Suit  to  Cancel  a  Franchise  for 
the  Furnishing  of  Water.  Decision  of  the  District  Court,  Eastern 
District  of  Idaho,  that,  the  Defendant  Having  Failed  to  Meet  His 
Obligations,  the  Franchise  is  Forfeited.  May  16,  1913.  206  Fed- 
eral 72. 

In  the  above  franchise,  granted  in  1901,  the  defendant  agreed  to  fur- 
nish water  at  certain  flat  rates,  and  to  remedy  the  inadequacy  of  the 
supply  by  bringing  in  "the  waters  of  Mink  Creek,"  the  supply  up 
to  that  time  having  been  secured  from  two  other  neighboring  creeks. 
The  city  complains  that  the  supply  has  been  seriously  inadequate 
in  the  summer  months,  during  the  last  nine  or  ten  years,  and  prays 
to  be  relieved  of  its  contract  obligations. 

781 — Adequacy  of  Service. 

The  Court  finds  that  the  supply  has  long  been  inadequate,  that  the 
defendant  has  made  no  intelligent  effort  to  improve  the  service;  and 
that  the  defense  made  by  the  defendant  that  the  inadequacy  is  partly 
due  to  waste  by  certain  consumers  who  take  advantage  of  the  flat 
rates  is  without  merit.  There  was  considerable  discussion  of  the  pro- 
vision in  the  ordinance  requiring  that  the  defendant  "bring  in  the 
waters  of  Mink  Creek,"  the  city  contending  that  this  meant  all  the 
available  waters,  and  the  defendant,  that  this  meant  only  such  supply 
as  should  be  necessary.  The  Court  accepts  the  city's  view  of  the 
question.     The  following  are  important  points  in  the  decision: 

112 — Franchises. 

Undoubtedly  the  ordinance  falls  within  the  general  rule  applicable 
to  grants  of  franchises  that  where,  upon  a  fair  reading  of  the  in- 
strument, reasonable  doubts  arise  as  to  the  intent  of  the  parties, 
such  doubts  must  be  resolved  in  favor  of  the  public. 
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511— Flat  Rates. 

The  defendant,  having  contracted  for  the  flat-rate  system,  must  be 
presumed  to  have  contemplated  such  extravagance  of  use,  as  is 
ordinarily  and  necessarily  incident  thereto.  He  agreed  to  furnish 
a  sufficient  supply  of  water  under  a  system  which  he  must  have 
known  is  everywhere  and  always  attended  with  a  use  less  economical 
than  where  the  charge  is  based  upon  the  amount  consumed. 

25—  COMMISSION  RECORDS 

INTERSTATE  COMMERCE  COMMISSION. 

Tables  of  Cases  Cited  in  the  Opinions  of  the  Interstate  Com- 
merce Commission.     58  pages. 

This  gives  an  alphabetical  list  of  the  cases  cited  in  the  decisions  of 
the  Interstate  Commerce  Commission  from  November,  1906,  to  Janu- 
ary. 1913,  Volumes  12-25,  I.  C.  C.  Reports. 

252—       COMMISSION   ANNUAL   REPORTS 

CANADA. 

Seventh  Report  of  the  Board  of  Railway  Commissioners  for 
Canada  for  the  Year  Ending  March  31,  1912.  674  pages. 
Since  all  of  the  decisions  in  this  volume  relate  to  common  carriers 
and  telephone  and  telegraph  companies,  they  are  of  only  general 
interest  to  electric  light  companies.  On  page  7  is  given  the  Amend- 
ment to  the  Railway  Act,  one  provision  of  which  is  that  the  require- 
ments concerning  the  furnishing  of  statistics  and  returns  to  the 
Minister,  or  penalties  for  default  in  so  doing,  applies  to  any  com- 
pany or  individual  constructing,  operating,  owning,  or  leasing  any 
railway  in  Canada,  even  though  such  company  is  not  otherwise  within 
the  legislative  authority  of  the  Parliament  of  Canada.  Another 
section  provides  that  the  Board  may  settle  disputes  in  rates  between 
any  lessee  from  the  Crown  of  water-power  for  the  development  of 
electrical  energy,  and  any  purchaser  of  such  electrical  energy.  There 
are  copious  appendices,  among  which  are  the  rules  and  regulations 
of  the  Board  (p.  430),  a  list  of  books  in  the  library  (p.  454)  and 
a  list  of  cases  carried  to  the  Supreme  Court  since  the  establishment 
of  the  Board  (p.  464).  The  volume  has  a  table  of  contents  and  a 
classified  index. 

REFERENCES 
RATES 

4 — Rate  Theory. 

Rates,  by  L.  H.  Conklix.    Read  before  the  Pennsylvania  Electric  As- 
sociation at  its  Sixth  Annual  Convention,  Delaware  Water  Gap,  Penn- 
sylvania, September  16,  17,  and  18,  1913. 
This  discusses   the   present    lack   of  understanding   with    regard   to   rate   making 
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existing  among  commissions,  consumers,  and  companies  themselves.  It  suggests 
the  standardizing  of  rate  language  and  forms,  as  one  of  the  first  steps  to  t>e 
taken  in  order  that  the  discussion  may  be  narrowed  down  to  fundamentals.  The 
paper  points  out  the  necessity  of  distinguishing  carefully  between  Rates  and  Rate 
of  Return;  outlines  briefly  the  trend  of  commission  action  with  regard  to  valu- 
ation, specially  with  reference  to  intangibles,  and  suggests  the  need,  for  the 
future,  of  definite  and  uniform  methods,  on  the  part  of  the  companies,  of 
handling  these  problems.  In  the  filing  of  rate  schedules  the  writer  suggests 
that  companies  should  do  less  theorizing;  that,  stating  boldly  that  they  are  get- 
ting all  the  traffic  will  bear  for  the  general  good  of  all,  they  should  endeavor 
to  show  why  it  is  fair  for  all.  There  is  a  discussion  of  the  cost  of  service  and 
value  of  service  theories,  and  an  explanation  of  why  the  securing  of  certain 
classes   of  consumers  at  low  rates  is  wise  and  just. 

The  statement  is  made  that  companies  should  consider  it  their  proper  func- 
tion to  serve  their  communities  at  the  lowest  cost,  consistent  with  earning  a 
fair  return  on  the  investment  and  providing  for  other  charges;  that  regulation 
should  not  be  resented,  but  that  companies  should  be  so  well  conducted  of 
themselves,  as  to  render  regulation  purely  perfunctory.  The  writer  recommends 
voluntary  reduction  of  rates  when  possible;  absolute  justice  in  making  distinc- 
tions between  classes;  taking  the  public  into  confidence  with  regard  to  fixing 
these  rates,  as  between  classes;  and  fearless  confidence  in  defending  rates  that 
have  been  thus  fairly  made. 

45 — Value  of  the  Service. 

Lighting  vs.  Power  Electric  Rates,  Public  Service,  If  paa;es,  Octo- 
ber, 1913,  p.  130. 

This  article  abstracts  a  recent  article  in  the  [Minneapolis  periodical.  "Improve- 
ment Gazatteer."  in  explanation  of  why  different  charges  are  made  for  the  same 
current.  The  Gazatteer  makes  every  effort  to  divest  rate-making  of  its  appar- 
ent mystery  and  reduce  the  process  to  its  simplest  terms  for  the  benefit  of  the 
average  citizen.  Its  explanation  is  based  on  assistance  from  one  of  the  officials 
of  the  Minneapolis  General  Electric  Company  and  makes  very  plain  the  effect 
of  "Peak  Load"'  on  the  capital  investment  and  operating  expense  per  kilowatt 
of  plant  rating.  The  customers'  control  of  output  is  emphasized  as  resulting  in 
the  "readiness  to  serve"  element  which  must  be  considered  in  any  equitable  rate 
plan. 

224— Rates. 

Pioneer  Telephone  and  Telegraph  Co.  v.  State  of  Oklahoma. 
Abstract  and  Brief  of  Plaintiff  in  Error..  253  pages. 

This  yives  the  full  history  of  this  case  from  the  litigation  between  the  City  of 
Oklahoma  City  and  the  Company,  resulting  in  the  ordinance  of  July  6,  190G,  to 
the  recent  decision  by  the  Supreme  Court  of  Oklahoma.  All  the  documents  of 
the  case  are  quoted  in  full,  including  the  above  ordinance,  the  Commission's  or- 
ders, the  complaint  of  the  Burrows  Oil  Company,  all  notices  of  hearings,  answers 
to  complaints,  applications,  etc.  Senate  Bill  Xo.  SI,  the  statement  of  the  ease 
before  the  Supreme  Court,  the  assignments  of  error,  and  the  argument  and  au- 
thorities. 

614 — Heating-  and  Cooking. 

Cost  of  One  Fear's  Electric  Cooking  and  Heating.  Article  and 
editorial,  Electrical  World,  2y2  pages,  September  27,  1913,  p.  643 
and  p.  615. 

This  is  an  abstract  <>t'  a  paper  by  Professor  J.  T.  Morris,  read  before  the  British 
Association  for  (he  Advancement  (if  Science.  Birmingham,  September  in.  discuss- 


Rate     Research  31 


inn'  in  detail  the  costs  of  electric  cooking  and  heating  in  an  apartment  of  six 
rooms,  batli  and  kitchen,  occupied  by  a  family  of  six  persons.  The  article  is 
accompanied  by  tables  showing  the  hourly  consumption  of  the  cooking  apparatus. 
and  the  number  of  kilowatt -hours  used  each  week  and  each  day  for  a  period  of 
ten  months,  and  by  curves  comparing  the  station  load  with  the  customer's  cook- 
ing, heating  and  lighting  demands.  The  author  holds  that  the  experiment  proves 
that  electric  cooking  and  heating  shows  a  considerable  gain  over  other  methods 
"on  the  score  of  economy,  cleanliness,  and  independence." 

The  editorial  suggests  that  the  experiment  would  not  have  had  the  same  eco- 
nomical result  in  America:  since  energy  cannot  be  purchased  at  1  cent  per  kilo- 
watt hour:  but  points  out  that  the  domestic  load  as  a  whole,  keeps  well  off  the 
peak  of  the  central  station;  and  asserts  that  the  acquisition  of  a  big  load  for 
domestic  use  would  make  possible  lower  rates. 

INVESTMENT  AND  RETURN 

31 — Valuation. 

The  Depreciation  of  Gold.     Editorial,  Electrical  Review,  1  page, 

September  27,  1913,  p.  601. 

This  comments  on  the  immense  increase  in  cost  of  all  commodites  during  the 
last  few  years,  and  states  that  one  reason  for  these  rising  prices  is  the  deprecia- 
tion in  gold,  due  largely  to  the  enormous  production  of  the  metal,  consequent  on 
the  opening  of  the  Alaskan  gold  fields.  This  variation  in  the  unit  of  measure- 
ment of  values,  affects  utilities  through  the  valuation  of  their  properties.  Regu- 
lation has  resulted  in  the  crystallization  of  the  principle  that  the  public  service 
company  is  entitled  only  to  a  fair  return  on  the  amount  of  the  investment. 
This  involves  the  determination  of  what  the  amount  of  investment  is.  Since 
the  value  of  the  investment  is  expressed  in  dollars  the  effect  of  the  shrinkage 
of  the  dollar  upon  rate  of  return  and  depreciation  is  of  the  greatest  importance. 
Present  appraisal  is  preferable  to  original  cost  as  a  basis  of  valuation  since 
keeping  the  rate  of  return  at  the  same  number  of  dollars  while  the  value  of 
the  dollar  diminishes,  is  equivalent  to  reducing  the  rate  of  return.  Likewise  the 
depreciation  fund  should  be  based  upon  present  value,  so  that  it  will  have 
been  increased  at  the  end  of  the  plant  lite  by  an  amount  equivalent  to  the  depre- 
ciation  of  the   money  standard. 

36 — Depreciation. 

Depreciation,  by  George  P.  Player.    Public  Service  Regulation,  1 '  ■_■ 

pages,  September,  1913,  p.  463. 

This  article  asserts  that  the  term  "depreciation"  as  commonly  used,  does  not 
reveal  true  facts,  and  suggests  the  setting  up  of  a  reserve  account,  subdivided 
into  (1)  reserve  for  extraordinary  repairs,  and  (2)  reserve  for  replacement  due 
to  obsolescence  or  inadequacy.  Daily  repairs,  it  is  stated,  should  be  charged 
against  revenue,  and  the  reserve  for  replacement  obtained  by  the  sinking  fund 
method.  The  article  contains  simple  explanations  of  all  the  terms  used,  and 
examples  to  illustrate  the  ideas  suggested. 

33 — Capitalization. 

Interest  Rates  for  Electrical  Capital,  Editorial.  Electrical 
World,  %  page,  October  4,  1913,  p.  671. 

This  editorial  outlines  the  result  of  present  money  market  conditions  to  the  pub- 
lic utility  operating  and  holding  companies.  The  7  per  cent  net  interest  yield 
now  offered  on  capital  issues  is  not  out  of  proportion  to  those  offered  by  older 
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established  properties  in  other  lines  of  industry.  The  recent  consolidation  in  the 
electrical  industry  has  appealed  to  bankers  as  an  economic  advantage,  but  as 
bankers  are  only  merchants  in  securities  and  not  investors,  the  public  utility 
financing  must  await  the  restoration  of  a  normal  absorbing  demand  by  the  in- 
vesting public,  obtaining  additional  funds  by  the  most  economic  temporary 
financing. 

PUBLIC  SERVICE  REGULATION 

2 — Public  Service  Regulation. 

Banker's  View  of  Regulation.  The  Investing  Public  in  Wiscon- 
sin Considers  the  Work  op  Commission  Has  Brought  Great  Sta- 
bility to  Public  Utility  Securities.  Public  Service  Regulation, 
iy2  pages.  September,  1913,  p.  461. 

This  is  an  abstract  of  a  paper,  "The  Banker's  Interest  in  the  Public  Utilities 
Act  "  read  before  the  Wisconsin  State  Telephone  Association  by  H.  J.  Dreher,  Man- 
ager of  the  bond  department  of  the  Marshall  and  Ilsley  Bank  of  Milwaukee. 
The  statement  is  made  that  by  expert  advice  in  accounting  and  operating,  the 
Commission  has  strengthened  the  small  companies  of  the  state;  that  regula- 
tion lias  remedied  a  franchise  situation  which  gave  promise  of  curtailing  legiti- 
mate and  necessary  financial  undertakings;  that  it  has  eliminated  injurious  com- 
petition; that  it  has  furnished  a  just,  adequate,  and  reasonable  basis  for  the 
issuance  of  bonds  necessary  for  financing  purposes;  and  that  it  has  given  to  one 
branch  of  finance  a  position  of  stability  hitherto  unknown.  In  summing  up  the 
work  of  the  Commission,  mention  is  made  of  "the  largeness  of  vision  and  effi- 
cent  service  which  has  made  it  the  great  factor  for  good  it  now  is,  not  only 
in  this  State  but  throughout  the  other  States  of  our  country." 


MUNICIPALITIES 

83 — Municipal  Ownership. 

AViscoxsix  Commission  Advises  Milwaukee  Against  City  Plant. 
Public  Service,  5  pages,  October.  1913,  p.  113;  Electrical  World,  Edi- 
torial and  Article,  September  27,  1913,  page  618  and  page  632. 

These  articles  outline  how  the  Wisconsin  Railroad  Commission  determined  that 
the  taxpayers  of  Milwaukee  will  save  $46,800  a  year  by  using  central  station 
service  instead  of  building  a  municipal  system.  Estimates  of  the  Commission 
are  based  upon  maintaining  the  number  of  lights  now  being  paid  for  by  the  city 
and  about  ::.">  per  cent  additional  lamps,  all  of  high  class  improved  patterns. 
Tungsten  lamps  are  contemplated  also  to  supplement  the  arcs.  The  questions 
upon  which  information  was  especially  desired  are  as  follows:  —  (])  Is  the  sys- 
tem of  lighting  as  informally  proposed  by  the  lighting  committees,  suited  to  the 
needs  of  the  city?  (2)  What  would  it  cost  the  city  to  build  and  operate  a  light- 
in--  system  to  supply  thi-  service?  (3)  What  should  he  the  rates  if  this  service 
were  purchased  from  the  privately  owned  utility?  (1)  What  matters  should  he 
especially  covered  by  the  terms  of  the  contract  in  order  to  establish  proper  rela- 
tions between  the  city  and  utility  during  the  entire  life  of  the  contract?  Sev- 
eral lahles  are  given  showing  estimate  of  "investment"  and  of  "operating  ex- 
penses"   both    for   the    proposed    municipal   plant    and    the   company's   plant. 

The  editorial   refers   to   the  commission's  decision  under   the  heading  "Waste  or 
Economy    in    .Milwaukee."    stating   that    the    practical-minded    Wisconsin    Commis 
sion    has    calculated    the    various    (dements    of    operating    expense    and    set     them 
forth    so    fullv    that    the    issue    is   as   clear   as    the   light    itself. 
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Vol.  4  Chicago,  October  15,  1913  No.  3 

For  statement   of   facts  and  opinions   contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATES 

4 — Rate  Theory. 

Central  Power  Station  Kates,  Legal  Opinion  of  Lor  is  1).  Bran- 
deis.    Pamphlet,  10  pages. 

This  pamphlet,  published  by  the  Uniform  Electric  Rate  Association, 
an  association  of  manufacturers  of  isolated  plant  machinery,  is  in  the 
form  of  a  letter,  in  which  Mr.  Brandeis  gives  his  opinion  in  regard 
to  the  following  questions,  asked  by  the  Association : 

1.  Assuming  that  the  cost  of  producing  and  delivering  electric 
energy  is  the  same  per  unit  (kilowatt)  regardless  of  quantity  or 
the  purpose  for  which  it  may  be  employed — and  in  the  absence  of 
any  statute  regulating  or  limiting  the  prices  at  which  it  may  be 
sold: 

May  a  Public  Service  Corporation  charge  a  different  rate  for  cur- 
rent when  used  for  light  than  when  used  for  power? 
May  such  a  corporation  charge  a  lower  rate  for  a  larger  (whole- 
sale)  than  for  a  smaller   (retail)   quantity — delivered  at  the  same 
time  and  under  similar  conditions? 

May  such  a  corporation  charge  A  10  ets.  per  kilowatt  for  200  kilo- 
watts per  month  and  B  2  ets.  per  kilowatt  for  20,000  kilowatts  per 
month — assuming  that  the  entire  cost  of  service  to  each  is  4  ets. 
per  kilowatt  ? 

2.  Assuming  that  there  is  a  difference  between  the  cost  of  making, 
delivering  and  selling  electric  energy  between  the  wholesale  and 
retail  consumer  or  between  the  consumers  of  electricity  for  light 
and  for  power,  may  a  Public  Service  Corporation  make  a  greater 
than  the  cost  difference  in  its  selling  prices? 

Accompanying  the  questions  is  a  statement  of  facts,  alleging  that  there 
is  a  general  movement  in  the  United  States  to  secure  for  some  one 
company  in  each  city  a  monopoly  of  the  electric  business;  that  to 
secure  the  shutting  down  of  existing  isolated  plants,  and  prevent  the 
establishment  of  new  ones,  central  stations  are  accustomed  to  offer, 
to  those  who  would  be  apt  to  construct  isolated  plants,  very  low 
rates,  which  frequently  are  less  than  the  cost  of  production ;  that  the 
companies  reimburse  themselves  for  losses  flowing  from  so  serving 
their  large  users  by  charging  unreasonably  high  rates  to  the  small 
consumer;  that  the  suppression  of  the  isolated  plant  discriminates  not 
only  against  the  small  consumers,  but  also  against,  the  small  manu- 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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facturers  of  machinery  and  supplies  for  electric  plants;  that  the 
reasons  advanced  to  justify  this  distinction  made  between  the  large 
and  small  consumers — namely,  that  the  unit  cost  of  supplying  elec- 
tricity to  large  or  wholesale  users  is  very  much  less  than  of  supplying 
it  to  small  or  retail  users,  and  that  the  supply  of  electricity  to  the 
large  consumer  is  mainly  for  power  purposes,  and  is  consequently 
used  chiefly  in  that  part  of  the  21  hours  when  there  is  little  demand 
on  the  electric  station — are  not  borne  out  by  the  facts. 

Mr.  Brandeis'  answer  is  as  follows: 

122 — Just  and  Reasonable  Charges. 

The  precise  questions  which  you  ask  have  not  been  authorita- 
tively decided  in  the  United  States,  but  the  principles  which  must 
govern  are  definitely  established.  Where  no  specific  statute  or  ordi- 
nance controls  the  actual  or  relative  price  to  be  charged  by  electric 
companies  for  their  service,  the  right  to  charge  depends,  of  course, 
upon  the  common  law;  and  no  good  reason  exists  why  the  rule 
governing  the  relation  of  electric  companies  to  the  public,  in 
respect  to  charges,  should  differ  from  that  governing  the  conduct 
of  the  business  of  other  public  service  corporations. 

It  is  well  settled  that  ordinarily  every  public  service  corporation 
must  give  to  all  members  of  the  public  equal  opportunities  in  rates, 
as  well  as  in  service.  A  public  service  corporation  may  charge 
only  a  reasonable  rate ;  but  no  rate  can  be  fair  or  reasonable  which 
is  discriminatory ;  that  is,  which  gives  to  one  class  of  users  a  pref- 
erence over  another  class 

6 — Rate  Differentials. 

This  rule  does  not,  of  course,  prevent  a  reasonable  classification  in 
use.  It  merely  requires  that  all  persons  served  under  similar  con- 
ditions shall  be  treated  alike. 

The  first  question  to  be  decided  is,  therefore,  this:  Is  a.  use  in 
large  or  wholesale  quantities  similar  to  a  use  in  small  or  retail 
quantities?  And  the  answer  to  that  question  must  depend  largely 
upon  matters  of  fact.  If,  as  assumed  in  the  question  submitted  by 
you,  the  cost  of  producing  and  delivering  electric  energy  is  the 
same  per  unit  regardless  of  the  quantity  supplied  (all  things  taken 
into  consideration),  then  the.  users  in  large  or  wholesale  quantities 
must  be  deemed  to  be  taking  the  electric  energy  under  substanti- 
ally similar  conditions;  and  no  legal  justification  exists  for  dis- 
criminating between  them. 

The  decision  of  the  Supreme  Court  of  the  United  States  in  West- 
ern Union  Telegraph  Co.  vs.  Call  Publishing  Co..  181  U.  S.  92,  100. 
shows  this  clearly.  The  Telegraph  Company  charged  the  Lincoln 
(Nebraska)  Daily  Call,  for  its  Associated  Press  despatches,  at  the 
rate  of  not  less  than  $5.00  per  hundred  words  daily  per  month ; 
and  charged  the  Nebraska  State  Journal,  another  newspaper  pub- 
lished at.  Lincoln,  for  its  Associated    Press  despatches,  only  $1.50 
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per  hundred  words  daily  per  month.  The  two  papers  differed  in 
the  numbers  of  words  taken,  and  there  were  possible  differences 
also  in  respect  to  the  time  and  exact  circumstances  under  which 
the  service  was  rendered.  The  Call  complained  that  that  difference 
in  charge  was  an  unjust  discrimination.  The  jury  so  found,  and  the 
Court  sustained  its  finding  as  follows : 

' '  Common  carriers,  whether  engaged  in  interstate  commerce  or  in 
that  wholly  within  the  State,  are  performing  a  public  service.  They 
are  endowed  by  the  State  with  some  of  its  sovereign  powers,  such 
as  the  right  of  eminent  domain,  and  so  endowed  by  reason  of  the 
public  service  they  render.  As  a  consequence  of  this,  all  indi- 
viduals have  equal  rights,  both  in  respect  to  service  and  charges. 

Of  course,  such  equality  of  right  does  not  prevent  differences  in 
the  modes  and  kinds  of  service  and  different  charges  based  there- 
on. There  is  no  cast-iron  line  of  uniformity  which  prevents  a 
charge  from  being  above  or  below  a  particular  sum,  or  requires 
that  the  service  shall  be  exactly  along  the  same  lines.  But  that 
principle  of  equality  does  forbid  any  difference  in  charge  which  is 
not  based  upon  difference  in  service,  and  even  when  based  upon 
difference  of  service,  must  have  some  reasonable  relation  to  the 
amount  of  difference,  and  cannot  be  so  great  as  to  produce  an  un- 
just discrimination. ' ' 

628 — Quantity  Use. 

The  rule  forbidding  discrimination  on  the  ground  of  mere  quan- 
tity of  service  has  been  recognized  for  over  30  years  in  railroad 
transportation,  having  been  laid  down  by  Judge  Baxter  in  the 
famous  decision  of  John  Hayes  &  Co.  vs.  Pennsylvania  Railroad 
Co.,  12  Federal  Reporter,  309.  In  that  case,  it  appeared  that  the 
railroad  company  had  fixed  a  rate  between  certain  points  at  $1.60 
per  ton,  with  a  rebate  of  from  30  to  70  cents  per  ton  to  all 
persons  or  companies  shipping  5,000  tons  or  more  during  the 
year — the  amount  of  rebate  being  graduated  by  the  quantity  of 
freight  furnished  by  each  shipper.  Under  this  schedule  the 
plaintiffs  were  required  to  pay  higher  rates  on  the  coal  shipped  by 
them  than  were  exacted  from  other  and  rival  parties  who  shipped 
lesser  quantities;  but  the  railroad  company  contended  that  if  the 
discrimination  was  made  in  good  faith,  and  for  the  purpose  of 
stimulating  the  product,  and  increasing  its  tonnage,  it  was  both 
reasonable  and  just,  and  within  the  discretion  confided  by  law  to 
every  common  carrier. 

The  Court  held  the  discrimination  was  illegal,  saying : 

"The  discrimination,  complained  of,  rested  exclusively  on  the 
amount  of  freight  supplied  by  the  respective  shippers  during  the 
year.  Ought  a  discrimination  resting  exclusively  on  such  a  basis 
to  be  sustained?  If  so,  then  the  business  of  the  country  is,  in 
some  degree,   subject  to  the  will  of  railroad  officials,   for.  if  one 
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man  engaged  in  mining  coal,  and  dependent  on  the  same  railroad 
for  transportation  to  the  same  market,  can  obtain  transportation 
thereof  at  from  25  to  50  cents  per  ton  less  than  another  competing 
with  him  in  business,  solely  on  the  ground  that  he  is  able  to 
furnish  and  does  furnish  the  larger  quantity  for  shipment,  the 
small  operator  will  sooner  or  later  be  forced  to  abandon  the 
unequal  contest  and  surrender  to  his  more  opulent  rival.  If  the 
principle  is  sound  in  its  application  to  rival  parties  engaged  in 
mining  coal,  it  is  equally  applicable  to  merchants,  manufacturers, 
mllers,  dealers  in  lumber  and  grain,  and  to  everybody  else  in- 
terested in  any  business  requiring  any  considerable  amount  of 
transportation  by  rail;  and  it  follows  that  the  success  of  all  such 
enterprises  would  depend  as  much  on  the  favor  of  railroad  officials 
as  upon  the  energies  and  capacities  of  the  parties  prosecuting  the 
same.  *  *  *  and  a  discrimination  in  favor  of  parties  furnishing 
the  largest  quantity  of  freight,  and  solely  on  that  ground,  is  a  dis- 
crimination in  favor  of  capital,  and  is  contrary  to  a  sound  public 
policy,  violative  of  that  equality  of  right  guaranteed  to  every  citi- 
zen, and  a  wrong  to  the  disfavored  party,  for  which  the  courts 
are  competent  to  give  redress." 
(The  remainder  of  this  opinion  will  be  given  in  next  week's  Rate  Research.) 

COMMISSION  DECISIONS 
CALIFORNIA 

132 — Protection  from  Competition. 

Application  of  the  Oro  Electric  Corporation  for  a  Certificate  of  Public 
Convenience  and  Necessity  to  Exercise  Franchises  to  Supply  Elec- 
tricity in  the  City  of  Stockton  and  in  Portions  of  the  County  of  San 
Joaquin.  Supplementary  Decision  of  the  California  Railroad  Com- 
mission Denying  the  Applicant  the  Right  to  Enter  that  part  of  the 
Territory  Already  Served  by  the  Western  States  Gas  and  Electric 
Company.     August  15,  1913. 

The  former  order  (See  3  Rate  Research  227)  granted  the  applica- 
tion in  part,  but  withheld  a  decision  in  regard  to  the  territory 
served  by  the  Western  States  Gas  and  Electric  Company.  This 
company  was  given  a  period  of  ninety  days  in  which  to  meet  certain 
requirements  relating  to  reconstruction  work,  rates  and  service.  The 
Commission  finds  that  the  specified  requirements  have  been  fully  sat- 
isfied and,  there  being  no  advantage  to  be  gained  by  the  public  iu 
either  rates  or  service,  the  application  of  the  Oro  Electric  Corporation 
for  permission  to  enter  this  field  is  denied. 

ARIZONA 

3 — Investment  and.  Return. 

Municipal  League  of  Phoenix  vs.  Pacific  Gas  and  Electric  Com- 
pany. Decision  of  the  Arizona  Corporation  Commission  Establish- 
ing Electric  Pales.    June  23,  1913. 

The  complaint  was  made  that  the  company's  rates  for  gas  and  elec- 
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trieity  are  excessive.  The  Commission  stated  that  in  fixing  rates  its 
aim  would  be  to  determine  the  fair  value  of  the  property  employed 
in  serving  the  public,  a  fair  return  or  rate  of  investment  upon  such 
value  and  what  the  service  is  reasonably  worth  to  the  public.  The 
company  claimed  a  value  of  its  physical  property  much  in  excess  of 
that  allowed  in  the  Commission's  valuation. 

This  difference  is  due  in  part  to  the  difference  in  the  value  of 
real  estate  as  claimed  by  the  Company  and  allowed  by  the  Com- 
mission ;  a  difference  in  the  appraised  value  of  many  of  the  items 
and  the  degree  of  depreciation,  and  the  inclusion  by  the  Company 
of  obsolete  items. 

The  following  are  the  Commission's  holdings  on  certain  points  con- 
sidered in  the  valuation. 

312.8 — Discarded  Property. 

We  believe  it  improper  to  include  superseded  and  unnecessary 
property  in  determining  the  value  of  a  utility  employed  in  serv- 
ing the  public.    .    .    . 

315.1— Going  Value. 

On  the  whole,  it  has  not  been  shown  that  the  owners  of  this 
property  at  any  time  have  suffered  a  loss,  either  in  building  up 
the  business  or  through  inadequate  return  upon  the  value  of  its 
plant,  and  it  is  our  opinion,  and  we  will  hold  that  going  value,  all 
facts  duly  considered,  should  not  be  included  for  the  purposes  of 
establishing  just  and  reasonable  rates  in  this  case.    .    .    . 

317 — Construction  in  Advance  of  Present  Needs. 

It  is  found  that  the  Company  has  anticipated  the  growth  of  its 
gas  business  by  the  installation  of  equipment  of  greater  capacity 
than  is  at  present  required,  but,  in  our  opinion,  and  considering 
the  facts  presented,  it  should  not  be  penalized  for  so  doing  by 
reducing  the  value  of  its  existing  plant  to  the  value  of  a  plant 
adequate  for  its  present  needs.    .    .    . 

32 — Appreciation. 

The  land  owned  by  the  company  has  greatly  increased  in  value 
The  Commission  holds  that  the  Company  is  entitled  to  such  ap- 
preciation of  its  property. 

34^-Rate  of  Return. 

The  Commission  found  a  rate  of  8  per  cent  to  be  reasonable. 

In  our  opinion,  the  Company  should  share  in  any  economies,  ef- 
ficiencies or  improvements  introduced  by  it  in  its  operations,  [and 
if]  .  .  .  earnings  in  excess  of  8  per  cent  can  be  obtained  without 
exacting  rates  more  than  the  service  is  reasonably  worth,  the  Com- 
mission will  not  consider  earnings  as  high  as  10  per  cent  to  be 
excessive.    .    .    . 
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The  present  rates  for  gas  produced  a  return  of  6  per  cent  and  it  is 
believed  that  certain  reductions  in  operating  cost  and  an  extension  of 
service,  resulting  in  increased  consumption,  will  raise  this  return  to 
a  reasonable  amount.  The  present  rates  for  gas  are,  therefore,  left 
unchanged. 

72 — Rate  Schedules. 

The    Company's   electric    rates    are    10    cents   per   kilowatt-hour  for 

business  hours,   12  cents  for  residences,   special  rates,  5   cents  per 

kilowatt-hour  for  street  lighting  and  power  rates  varying  with  the 
size  of  the  installation  and  other  factors. 

The  rates  ordered  by  the  Commission  are  as  folloAvs: 


LIGHTING  RATES. 
Minimum  Charge. 

For  a  monthly  consumption  of   12  KYHl.  or  less $1.00 

Rate. 

&V»  cents  per  KWH.  for  the  first  100  KWH.  consumed  in  any  one  month. 

7  "    "    "    "   "  next  100  "  "     -   " 

6  "         -          "  100  "  "     '•   ' 

5  200  •  

4  '  250  '•  

3.5  "    250  "  

3.4 all  in  excess  of  1000 


POWER  RATES. 
Minimum  Charge. 

For  a  monthly  consumption  of   14  KWH.  or  less $1.00 

Rate. 

71/.   cents  per  KWH  for  the  first     100  KWH.  consumed  in  any  one  month. 
6 

.) 

4 

3 

2.8       - 

2.G       " 

The  Commission  orders  that  the  rates  fixed  by  this  decision  are  to  be 

made  effective  as  of  September  1,  1912,  and 

that  reparation  be  made  to  the  parties  of  record  of  all  monies 
collected  in  excess  of  the  said  rates  since  September  1.  1912. 

The  decision  also  says: 

The  Company  is  authorized  and  it  should  make  every  reasonable 
effort  to  collect  from  consumers,  who  have,  since  September  1,  1912. 
paid  rates  less  than  those  herein  named  as  reasonable.   .   .   . 

This  case  has  been  appealed  to  the  United  States  Courts. 


a 

next     100 

.. 

100 

a 

200 

..           .. 

250 

a           a 

"        250 

all  in  excess  of  1000 
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NEW  YORK  (2nd  D.) 

122 — Just  and  Reasonable  Charges. 

Complaints  against  The  New  York  Central  and  Hudson  Kiver 
Railroad  Company  as  to  Increase  in  Its  Commutation  and  Other 
Passenger  Rates  upon  Its  Hudson  and  Harlem  Divisions ;  and  against 
The  New  York,  New  Haven  and  Hartford  Railroad  Company  as 
to  Increase  in  Its  Commutation  and  Other  Passenger  Rates.  Deci- 
sion of  the  New  York  Public  Service  Commission,  Second  District, 
Holding  that  the  Increases  in  the  Rates  Complained  of  Were  Unjust 
and  Unreasonable.    Jan.  31,  1913. 

The  New  York  Central  and  the  New  Haven  railway  companies  in- 
creased certain  commutation  and  other  passenger  rates  by  a  very  con- 
siderable amount.  Various  complaints  have  been  filed  with  the 
Commission  alleging  that  the  inovase  is  unreasonable. 

The  decision  says: 

The  rule  which  the  Commission  has  uniformly  followed  in  cases  of 
increase  of  rates  charged  by  a  corporation  subject  to  its  jurisdic- 
tion is  as  follows: 

A  rate  (1)  fixed  and  established  as  the  voluntary  act  of  the  cor- 
poration itself;  (2)  which  has  been  charged  and  collected  by  the 
corporation  during  a  period  of  time  sufficiently  long  to  show  that 
it  is  not  a  mere  experiment,  and  has  been  the  rate  which  the  cor- 
poration charged  and  collected  as  a  regular  and  settled  rate; 
(3)  which  has  been  accepted  by  the  public  in  its  dealings  with  the 
corporation  as  just  and  reasonable;  (4)  under  which  business 
affected  by  the  rate  has  prospered  and  increased,  must  as  against 
the  corporation  be  treated  as  presumptively  just  and  reasonable. 

It  is  unreasonable  to  increase  such  a  rate  without  a  new  state  of 
facts  which  for  some  reason  makes  the  old  rate  not  justly  and 
fairly  remunerative  to  the  corporation.  Such  facts,  if  they  exist, 
are  peculiarly  within  the  knowledge  of  the  corporation.  A  change 
having  been  made  by  it  from  a  presumptively  reasonable  rate,  the 
burden  lies  upon  it  in  the  first  instance  to  overcome  by  evidence  the 
presumption  of  fact  that  the  increased  rate  is  unreasonable. 

45 — Value  of  the  Service. 

We  hold  that  as  matter  of  public  policy  the  rates  into  New  York 
City  from  the  commuting  district  should  be  placed  at  the  lowest 
reasonable  possible  point,  both  in  the  interest  of  the  public  and 
of  the  railroads. 

91 — Promotion  and  Growth  of  the  Business. 

An  attentive  study  of  the  evidence  submitted  satisfied  us  that  the 
increased  rates  have  operated  unfavorably  to  the  communities  af- 
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f  ected ;  that  they  have  discouraged  travel ;  that  they  have  not  per- 
mitted the  growth  and  development  of  the  communities  within  the 
commutation  zone;  and  that  they  have  added  materially  and  un- 
justifiably to  the  burden  of  those  who  are  required  to  travel  back 
and  forth  daily  in  order  to  carry  on  their  business  in  the  city. 

The  Commission  is  also  satisfied  from  the  evidence  that  the  reve- 
nues derived  from  the  increased  rates  have  not  increased  above 
those  received  formerly  in  anything  like  the  proportion  of  increase 
of  rate.     .     .     . 

We  are  convinced  that  the  fares  of  the  companies  complained  of 
tend  to  restrict  rather  than  to  promote  travel,  and  to  such  an  ex- 
tent as  to  defeat  materially  the  purpose  for  which  commutation 
fares  are  primarily  established. 

411 — Apportionment  of  Expense. 

In  regard  to  the  reasons  given  for  the  increase  in  rates,  the  Com- 
mission says: 

In  the  case  of  the  New  Haven,  that  company  has  based  its  defense 
of  its  increased  rates  upon  tollage  and  terminal  charges  paid  by  it 
under  its  contract  for  the  use  of  tracks  and  the  use  of  the  Grand 
Central  Terminal  in  New  York  City  to  The  New  York  Central 
and  Hudson  River  Railroad  Company.  It  allocates  such  charges 
wholly  against  the  passenger  traffic  in  and  out  of  that  terminal, 
with  certain  fixed  amounts  per  regular  passenger  and  other  fixed 
amounts  for  each  commutation  passenger.     .     .     . 

Such  allocation  is  against  universal  practice,  and  has  never  been 
made  before,  so  far  as  we  can  discover,  by  the  company  itself  in 
any  adjustment  of  rates.  The  New  York  Central  has  to  bear  the 
same  terminal  expenses  and  also  has  to  bear  the  overhead  expense 
connected  with  the  use  of  its  tracks  in  the  commutation  zone.  It. 
however,  does  not  appeal  to  the  principle  which  is  urged  by  the 
New  Haven. 

We  regard  these  tollage  and  terminal  charges  as  being  in  the  nature 
of  rent,  and  the  fixing  of  the  same  by  the  number  of  passengers 
carried  over  the  tracks  and  passing  through  the  station  is  only  a 
method  of  measuring  the  amount  of  rent  paid.  .  .  .  These 
rent  charges  .  .  .  must  be  considered  as  a  part  of  the  general 
expenses  of  the  road  and  apportioned  upon  its  entire  business,  pre- 
cisely as  the  charges  of  maintaining  all  of  its  other  stations  are 
apportioned.  We  have  never  learned  that  in  other  cases  the  ex- 
pense of  maintaining  a  particular  passenger  station  is  allocated  to 
the  rates  charged  the  passengers  using  that  station,  nor  has  the 
New  Haven  called  our  attention  to  any  such  case.  It  would  be  im- 
practicable as  an  accounting  proposition,  if  carried  to  its  logical 
conclusion,  and  would  unquestionably  operate  disadvantageous!^ 
to  travel  and  business  generally.  We  are  unable  to  see  any  reason 
why  the  general  rule  should  be  departed  from  in  this  case,  although 
the  fact  that  the  rent  is  determined  by  the  number  of  passengers 
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using  the  facilities  makes  the  argument  of  the  companies  specious. 
352 — Expense. 

Commenting  on  the  increase   in   cost  of  operation,   the   Commission 

says : 

These  cases  have  not  heen  free  from  embarrassing  questions.  The 
Commission  is  not  disposed  to  overlook  or  minimize  the  contention 
of  the  respondents  that  the  increase  in  costs  of  operation  arising 
from  increased  wages  and  greater  cost  of  materials  should  be  re- 
flected in  rates. 

61— Character  of  Service. 

It  should  not  be  forgotten  that  the  increased  costs  claimed  by  the 
respondents  arise  largely  from  the  alleged  increased  cost  of  moving 
trains  by  electric  energy.     .     .     . 

It  is  a  serious  question,  to  be  determined  only  by  future  develop- 
ments, whether  the  use  of  electric  energy  is  not  the  only  possible 
method  of  economical  operation  in  a  city  like  New  York;  and 
whether  it  will  not,  all  things  considered,  justify  the  continuance 
of  the  former  rates  rather  than  an  increase  of  the  same.     .     .     . 

72— Kate  Schedules. 

The  conclusions  reached  after  much  study  and  consideration  require 
that  the  rates  be  restored  to  those  prevailing  before  the  increase  com- 
plained of. 

NEW  JERSEY 

144 — Mergers. 

Application  op  the  West  Jersey  and  Seashore  Railroad  Company 
for  Approval  of  a  Lease  of  its  Railroad,  Property  and  Secondary 
Franchises  to  the  Pennsylvania  Railroad  Company  for  Nine  Hun- 
dred and  Ninety-Nine  Years.  Decision  of  New  Jersey  Board  of 
Public  Utility  Commissioners,  Denving  the  Application.  Julv  19, 
1913. 

The  decision  holds  that 

the  effect  of  the  operation  of  such  an  arrangement,  which  is  made 
for  practically  all  time,  should  be  carefully  considered  and  the  pub- 
lic interest  safeguarded  before  affirmative  action  is  taken  by  an 
administrative  body  of  the  State.  In  the  Paterson-Passaic  Gas 
Case  it  was  urged  that  a  lease  lawfully  consummated  is  conclusive 
in  determining  a  part  of  the  base  upon  which  just  and  reasonable 
rates  could  be  fixed  by  this  Board.  The  Board  asked  the  prospec- 
tive lessee,  in  the  present  case,  to  give  some  written  assurance  that 
the  plea  of  the  guaranteed  rental  would  not  be  urged  in  bar  upon 
the  future  action  of  the  Board  in  a  determination  of  just  and  rea- 
sonable rates  should  such  a.  question  arise.  The  prospective  lessee 
declined  to  give  such  assurance.  Doubt  as  to  the  effect  of  the  lease, 
if  granted,  upon  the  future  jurisdiction  of  the  Board  in  matters 
pertaining  to  this  utility,  led  to  a  dismissal  of  the  application. 
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COURT   DECISIONS 

VERMONT 

22 — Powers  of  Commissions. 

Bessette  v.  Goddard  et  al.  Suit  to  Enjoin  the  Enforcement  of  an 
Order  of  the  Vermont  Public  Service  Commission,  Requiring  the 
Elimination  of  Two  Grade  Crossings,  and  the  Substitution  for  them 
of  a  Part  of  Another  Road.  Decision  of  the  Supreme  Court  op  Ver- 
mont, Adjudging  that  the  Execution  of  the  Order  will  Work  Irrepar- 
able Injury  to  the  Defendant,  and  Granting  a  Perpetual  Injunction. 
August  22,  1913.     88  Atlantic  1. 

This  case  includes  a  discussion  of  the  nature  and  character  of  the 
Public  Service  Commission  as  a  legal  body ;  and  of  the  question  of 
what  presumption  is  to  be  made  in  favor  of  its  jurisdiction.  The 
Court  defines  the  Public  Service  Commission  as  a  legal,  administrative 
body,  having  certain  legislative  and  quasi-judicial  functions.  It  holds 
that  nothing  is  to  be  presumed  in  favor  of  the  Commission's  jurisdic- 
tion, it  being  necessary  that  the  facts  necessary  to  confer  such  juris- 
diction shall  affirmatively  appear;  and  that  the  exercise  of  jurisdic- 
tion does  not  imply  a  previous  ascertainment  of  those  facts. 

NEW  YORK 

122 — Just  and  Reasonable  Charges. 

Whitmore  v.  New  York  Interurban  Water  Co.  Suit  to  Prevent 
the  Company  from  Carrying  Out  a  Threat  to  Sever  Connections 
to  Customers  Who  Do  Not  Sign  Agreements  to  Pay  Existing  Rate 
Plus  331/-}  per  cent  Increase.  From  an  Interlocutory  Judgment  of 
the  Special  Term  Overruling  a  Demurrer  to  the  Complaint,  Defend- 
ant Appeals.  Decision  of  the  New  York  Supreme  Court,  Appel- 
late Division,  2nd  Department,  Affirming  the  Judgment.  July  25, 
1913.     142  N.  Y.  Supp.  1098. 

The  Company's  demurrer  to  the  bill,  questions  whether  the  Court 
can  fix  a  rate  for  future  use,  anticipating  thereby  the  establishment 
of  unjust  prices  by  the  company ;  and  whether  a  water  customer  may 
sue  for  all  similarly  situated,  under  that  part  of  the  code  providing 
that  in  certain  cases  one  person  may  sue  in  behalf  of  all.  The  Court 
decides  both  of  these  points  in  favor  of  the  consumers.  With  regard 
to  the  Court's  power  over  rates,  the  decision  says: 

It  is  a  legislative  function  to  fix  charges,  but  the  courts  are  enabled 
to  prevent  the  recovery  of  an  unjust  rate  where  none  has  been 
established  by  authority.     .     .     . 

But  the  defendant  has  established  the  rate,  demand  submission  to 
it,  and  threatened  exclusion  from  the  supply  unless  the  parties 
stipulate  to  accept  the  proffered  terms.     Under  the  allegations  in 
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the  complaint,  this  is  threatened  oppression  by  the  defendant,  and, 
while  this  Court  may  not  prematurely  state  a  maximum  rate,  it 
can  prevent  the  defendant  from  ousting  all  the  inhabitants  of  the 
city  from  their  present  lawful  water  supply  unless  they  submit  to 
an  extortionate  demand,  if  such  should  be  found.  The  inhabitants 
are  entitled  to  the  water;  they  have  been  established  in  the  physical 
connection  of  their  houses  with  defendant 's  plants ;  and  a  court  of 
equity  can  prevent  the  defendant  from  sundering  the  relation,  and 
from  withholding  water  from  the  community,  even  while  proceed- 
ings at  law  may  be  initiated.  If  in  such  action  the  Court  cannot 
forecast  rates  that  may  be  charged,  it  can  state  what  rate  cannot 
be  charged  under  menace  of  discontinuing  the  service.     .     .     . 

The  appellant  urges  that  the  power  to  fix  rates  which  a  public 
service  corporation  may  charge  resides  in  the  Legislature.     .     .     . 

But  if  the  Court  cannot  fix  rates  for  the  future,  it  can  declare 
whether  rates  enforced,  or  sought  to  be  enforced,  are  just,  and  a 
court  of  equity  is  not  constrained  to  forbear  until  an  entire  com- 
munity is  deprived  of  water.  .  .  .  Unjust  exaction  justifies 
judicial  interference;  threatened  interference  with  the  connection 
and  the  supply,  unless  there  be  submission  to  such  exaction,  is 
equivalent  to  it.  For  the  purpose  outlined,  the  action  is  main- 
tainable. 

ARKANSAS 

139 — Limitations  to  Service. 

Smith  v.  Southwestern  Telegraph  and  Telephone  Co.  Suit  to 
Recover  Penalty  Denounced  by  Law  for  Discrimination  in  Failing  to 
Supply  Telephone  Service.  Decision  of  the  Supreme  Court  of 
Arkansas,  Holding  that  the  Appellant  Did  Not  Offer  to  Comply 
with  the  Company's  Rules  and  Regulations,  and  that  the  Company 
Was  Therefore  Justified  in  not  Furnishing  Service.  June  16,  1913. 
158  Southwestern  975. 

The  appellant  in  this  case  was  a  physician  living  more  than  two 
blocks  away  from  the  company's  pole  line,  and  hence  came  under 
the  company's  rule  requiring  the  deposit  of  money  for  the  expense 
of  construction,  and  six  months'  phone  rent  in  advance,  before  mak- 
ing connection  with  a  subscriber  located  more  than  two  blocks  beyond 
the  pole  line  of  the  company,  unless  enough  subscribers  be  procured 
in  the  locality  to  justify  the  expense.  The  Court  holds  that  the  com- 
pany's rule  is  reasonable;  that  the  evidence  shows  that  the  company 
attempted  and  failed  to  secure  new  customers  in  the  district;  that  the 
evidence  fails  to  show  that  the  appellant  offered  to  comply  with  the 
above  rule;  and  that,  though  the  statute  requires  that  a  telephone 
company  must  supply  all  applicants,  it  expressly  requires  that  this 
shall  be  on  condition  that  "such  applicants  comply  or  offer  to  comply 
with  the  reasonable  regulations  of  the  company." 
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WISCONSIN 

112.5 — Rates  Prescribed  by  Ordinance. 

Milwaukee  Electric  Railway  and  Light  Company  v.  Railroad 
Commission  op  Wisconsin.  Suit  to  Set  Aside  Commission's  Order 
that  the  Company  Sell  Thirteen  Car  Tickets  for  50  Cents.  Decision 
of  the  Wisconsin  Supreme  Court,  Sustaining  the  Order.  May  31, 
1913.     142  Northwestern,  491. 

This  is  an  appeal  from  the  decision  of  the  Circuit  Court  of  Wisconsin 
in  regard  to  the  Milwaukee  Fare  Case,  which  was  outlined  in  2  Rate 
Research  58.  The  company's  contention  that  the  Commission's  action 
was  illegal  as  violating  the  obligations  of  contract  because  an  ordi- 
nance passed  by  the  city  allowed  it  to  collect  a  5  cent  fare  during  the 
life  of  its  franchise,  is  dismissed  by  the  Court,  which  says  that  "as 
far  as  the  state  is  concerned,  the  ordinance  constitutes  no  obstacle  to 
the  exercise  of  its  power  to  regulate  rates. ' ' 

REFERENCES 

RATES 

224— Rates. 

Methods  Employed  in  making  Water  Rates  under  the  Wisconsin 
Utility  Law  with  a  Specific  Example.  Abstract  of  a  Paper  by 
Halford  Erickson  Read  Before  the  Last  Annual  Convention  of  the 
American  Water  Works  Association.  Engineering  and  Contracting, 
2>\  pages.     October  1,  1913,  p.  377. 

This  is  a  clear  and  concise  outline  of  the  methods  used  by  the  Wisconsin  Railroad 
Commission  in  making  water  rates.  There  is  an  interpretation  of  the  legal  pro- 
visions with  regard  to  rates,  and  a  detailed  account  of  the  methods  used  by  the 
Commission  in  the  various  steps  in  the  making  of  rates — the  determining  of  the 
value  of  the  utility's  property;  the  finding  of  the  total  cost  of  the  service;  the 
apportionment  of  this  total  cost  between  (1)  consumer,  demand  and  output  costs. 
(2)  the  different  departments  of  the  service,  and  (3)  the  various  classes  of  con- 
sumers in  each  department;  and  the  determination  of  the  unit  costs  for  each  class 
of  consumers.  There  is  a  consideration  of  the  relative  reasonableness  of  the  var- 
ious kinds  of  rates,  existing  throughout  the  state,  and  a  description  of  the  way 
in  which  the  property  is  apportioned  between  the  two  departments,  fire  protection, 
and  general  use. 

With  regard  to  the  forming  of  schedules  for  fire  protection,  the  suggestion  is  made 
that  the  fixed  charges  be  given  in  a  lump  sum  in  order  that  the  schedule  may  be 
kept  uncomplicated;  and  that  the  demand  be  expressed  in  terms  of  fire  streams. 
Rates  based  on  the  number  of  outlets,  the  number  of  hydrants  to  a  given  distance, 
or  per  mile  main  are  condemned  as  not  being  economical  and  tending  to  lessen, 
through  an  attempt  at  economy,  the  efficiency  of  the  fire  protection.  With  regard 
to  making  schedules  for  general  service,  it  is  suggested  that  the  rate  consist  of  a 
demand  charge  plus  a  meter  charge  of  so  much  per  1000  gallons  used,  the  demand 
to  be  measure!  by  the  size  of  service  or  meter.  Cheaper  rates  for  large  users  such 
as  railroads,  are  upheld  as  good  policy,  since  the  cost  per  unit  as  well  as  the  fixed 
charges  will  be  reduced,  as  the  result  of  gaining  such  business.  To  illustrate  the 
methods  of  rate  making  described,  the  figures  and  facts  given,  have  been  applied 
to  a  typical  water  works  plant  owned  and  operated  by  a  municipality 

62 — Factors  Affecting  Rates. 

Relation  of  Plant  Size  to  Power  (  !ost,  by  P.  M.  Lincoln.    Proceed- 
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ings  of  the  American  Institute  of  Electrical  Engineers,  11  pages, 
October,  1913,  p.  1937. 

This  paper  states  that  there  are  three  distinct  reasons  why  a  large  plant  can 
supply  a  given  electric  service  more  economically  than  a  small  plant:  first,  be- 
cause the  first  cost  per  kilowatt  of  the  large  units  is  lower  than  the  correspond- 
ing cost  of  the  small  units,  thereby  reducing  the  investment  cost  and  the  annual 
fixed  charges;  second,  because  the  operation  of  a  large  plant  is  proportionally  less 
than  that  of  a  small  plant,  and  because  the  large  plant  can  afford  to  make  use  of 
labor-saving  and  other  devices  which  would  be  out  of  the  question  in  a  small 
plant;  and,  third,  because  on  account  of  the  existence  of  a  diversity  factor,  a 
combined  load  may  be  operated  with  a  smaller  total  capacity  than  would  be 
required  if  each  part  of  the  combined  load  were  operated  separately.  Each  of 
these  three  points  is  analyzed  fully.  The  conclusion  reached  is  that  there  arc 
only  two  reasons  why  central  stations  should  not  supply  all  of  the  electrical 
service  within  legitimate  reach  of  their  distribution  systems;  namely  because 
the  rates  offered  may  be  out  of  proportion  to  the  cost  of  the  service,  and  because 
the  prospective  customer  may  have  some  motive  other  than  the  cost  of  supply 
for  not  taking  his  service  from  the  central  station. 

45 — Value  of  Service  Theory. 

Rates  for  Electricity,  Electrical  Record,  1/3  page,  October,  1913, 
p.  61. 

This  discusses  the  question  of  why  electricity,  like  gas  and  water,  is  not  charged 
for  at  a  uniform  rate,  regardless  of  how  or  when  the  consumer  uses  the  cur- 
rent. The  answer  made  is  that,  since  electricity,  unlike  gas  and  water,  cannot 
he  stored,  but  must  be  generated  instantly  upon  demand,  it  is  necessary  for  the 
electric  station  to  invest  in  and  maintain  a  large  amount  of  equipment  used  but 
a  few  hours  during  a  year  and  idle  and  unproductive  during  90  per  cent  of  the 
time.  The  illustration  is  given  of  a  store  having  100  lamps,  used  on  an  average 
of  one  hour  a  day,  and  another  store  having  ten  lights  used  ten  hours  a  day. 
If  electricity  could  be  stored,  both  could  be  charged  the  same  amount;  as  it  can- 
not be  stored,  the  man  having  an  installation  of  ten  lamps  should  be  charged 
less,  since  he  uses  only  one-tenth  the  equipment  required  for  the  other. 

623— Load  Factor. 

The    Opf-Peak    Load,    Electrical    Review,    1/3    page,    October    11. 

1913,  p.  731. 

This  is  an  abstract  of  a  paper,  "The  Central  Station  Off-Peak — Its  Remedy,"  read 
by  Melcher  Ekstromer  of  the  General  Motors  Truck  Company  at  the  Convention 
of  the  Colorado  Electric  Light,  Power  and  Railway  Association,  September  25-27. 
The  development  of  the  central  station  was  traced  from  the  time  it  furnished 
current  for  lighting  only,  and  had  a  very  small  load  factor,  to  the  present,  where 
it  has  an  immense  power  load  and  operates  24  hours  per  day.  The  paper  argues 
that  the  night  charging  of  the  electric  vehicle  should  be  developed  in  order  to 
fill  up  the  present  valley  in  the  load  curve  from  midnight  till  5  A.  M.  There 
is  a  discussion  of  the  present  efficiency  of  the  electric  truck  and  of  its  greater 
economy  as  compared  to  all  other  types  of  self-propelled  vehicles,  and  horse- 
drawn  wagons.  It  is  suggested  that  the  manufacturers  and  central-station  men 
co-operate  in  order  to  bring  about  the  general  use  of  the  electric  truck,  and  the 
resulting  central-station  business. 

616.1— Street  Lighting. 

Cost  of  Operating  and  Rates  to  Municipalities  for  Series  Street 
Lighting,  by  S.  B.  Cushing,  a  Paper  Read  Before  the  Illinois  Elec- 
tric Association,  Quincy,  Illinois,  September  25,  1913. 

This  states  that  nothing  is  more  helpful  to  a  company  than  satisfactory  rates 
with    municipalities  and   that  uniformity    in   such   rates   is   the   surest    means   of 
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gaining  the  confidence  of  the  public.  Mention  is  made  of  the  need  of  a  thorough 
study  of  the  cost  of  street  lighting.  The  paper  analyzes  carefully  the  physical 
items  of  cost,  and  the  "invisible  expenses."  such  as  cost  of  collecting  municipal 
bills,  cost  of  damage  claims  for  personal  injuries  or  injuries  to  property,  free  cur- 
rent asked  by  municipalities  in  return  for  grant  of  contract,  etc.  It  is  suggested 
that  after  all  of  the  items  of  investment  and  the  expenses  mentioned  above  are 
provided  for,  a  charge  should  be  made  for  the  actual  kilowatt-hours  consumed,  at 
the  following  rate: 

Till  Midnight. 

Five  cents  per  kilowatt-hour  for  all  sizes   of   lamps  up  to   60  candle  power 
and  below  3-light  clusters. 

Four  cents  per  kilowatt-hour  for  all  lamps  of  60  candle  power  or  more,  in 
3-light  and  4-light  clusters. 

Midnight   to   2  a.  m. 

Additional    charge    of    5    cents    per    kilowatt-hour. 

2  a.  m.  to  Dawn. 

Flat  rate  of  4  cents  per  kilowatt -hour  for  all  lights  up  to  3-light  clusters 
of  60  candle  power  lamps. 

Flat  rate  of  3  cents  per  kilowatt-hour  for  3-light  and  4-light  clusters  con- 
taining lamps  of  60  candle  power  or  more. 

The  elimination  of  arc  lights,  except  in  the  business  section  of  large  cities, 
and  the  substitution  of  incandescent  clusters,  is  recommended,  on  the  ground  that 
the  former  system  is  more  difficult  and  hence  more  expensive  to  operate,  and 
that  it  is  almost  impossible  to  obtain  contract  prices,  from  municipalities, 
equivalent  to  the  cost  of  operating  arc  lights. 

616.1— Street  Lighting. 

Statistics  of  Street  Lighting,  1909,  Table  32,  pp.  184-189,  of  the 
General  Statistics  of  Cities :  1909,  published  by  the  Bureau  of  Census. 
Department  of  Commerce. 

This  table  shows  the  total  payment  for  street  lighting  in  each  of  the  158  cities 
covered  by  this  investigation;  the  cost  of  lighting  per  1,000  square  yards  of  im- 
proved streets,  and  per  capita;  the  number  of  each  kind  of  lamps;  the  cost  per 
lamp  per  year;  and  the  schedule  number  of  hours  the  lamps  were  lighted  per 
year. 

PUBLIC  SERVICE  REGULATION 

226.5 — Standards  of  Service. 

Circular  of  the  Bureau  of  Standards,  No.  32.  Standard  Regu- 
lations for  Manufactured  Gas  and  Gas  Service.  October  1, 
1913.     170  pages. 

This  supersedes  Circular  No.  32,  issued  April  1,  1912.  entitled  "State  and  Munici- 
pal Regulations  for  the  Quality,  Distribution,  and  Testing  of  Illuminating  Gas." 
It  contains  a  discussion  of  technical  specifications,  including  candlepower  and 
heating  value,  heating  value  regulations,  candlepower  requirements,  chemical 
requirements,  gas-pressure  limits,  and  meters  and  meter- testing;  a  discussion 
of  city  and  state  inspection,  and  their  relative  merit;  a  proposed  ordinance  for 
city,  and  proposed  rules  and  regulations  for  state,  inspection;  a  summary  of  the 
rules  and  regulations  in  force  in  all  the  states,  and  of  the  municipal  regulations 
in  force  in  cities  of  25,000  or  over;  and  a  discussion  of  the  manufacture  and  dis- 
tribution of  gas.  There  are  appendices  containing  various  tables,  and  the  new 
rules  of  the  Wisconsin  Commission:    and  an  alphabetical  index. 
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For  statement    of   facts  and  opinions   contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATES 

4— Rate  Theory. 

Central  Power  Station  Rates,  Legal  Opinion  of  Louis  D.  Bran- 
deis.  Pamphlet,  10  pages.  The  following  are  the  concluding  paragraphs 
of  this  article,  begun  in  4  Rate  Research,  35. 

629 — Competition. 

The  mere  fact  that  in  the  case  of  the  wholesale  customer  for  elec- 
tric energy  the  public  service  company  would  be  exposed  to  the 
competition  of  a  possible  isolated  plant ;  whereas  in  the  case  of  the 
retail  customer  there  is  no  possibility  of  his  supplying  himself, 
does  not  afford  any  legal  justification  for  difference  in  charge.  In 
other  words,  the  possibility  of  competition  is  not  to  be  taken  into 
consideration  in  determining  the  reasonableness  of  the  classification. 

This  proposition  was  also  clearly  stated  in  a  notable  decision  of 
Judge  Baxter  in  31  Federal  Reporter,  689,  in  Handy  vs.  Cleve- 
land &  Mariette  Railroad  Co.  In'  that  case  a  receiver  of  the 
railroad  charged  Rice,  a  refiner  of  oil,  35  cents  freight  per  barrel, 
while  it  charged  the  Standard  Oil  Company  only  10  cents  per 
barrel  for  a  like  service,  and  in  addition  gave  it  a  rebate  of  25 
cents  on  all  oil  shipped  by  Rice.  The  justification  offered  for  this 
discrimination  was  that  the  Standard  Oil  Company  owned  a  pipe 
line,  by  means  of  which  it  controlled  a  large  amount  of  freight, 
which  the  railroad  wished  to  secure;  that  the  railroad  had  to  yield 
to  the  company's  demands,  for  the  company  would  otherwise  ex- 
tend its  pipe  line,  and  carry  all  the  oil  through  the  pipe  line. 
The  Court  held  that  these  facts  constituted  no  excuse  for  the  dis- 
crimination, saying:  "Railroads  are  constructed  for  the  common 
and  equal  benefit  of  all  persons  wishing  to  avail  themselves  of  the 
facilities  which  they  afford.  *  *  *  All  unjust  discriminations 
are  in  violation  of  sound  public  policy,  and  are  forbidden  by  law. 
*  *  *  Except  in  the  mode  of  using  them,  every  citizen  has  the 
same  right  to  demand  the  service  of  railroads  on  equal  terms  that 
they  have  to  the  use  of  a  public  highway  or  the  government 
mails." 

The  United  States  Supreme  Court  affirmed  this  principle  in  a 
recent  case,  Interstate  Commerce  Commission  vs.  Baltimore  &  Ohio 
Railroad  Co.,  225  U.  S.,  326,  holding  that  the  fact  that  a  more 
favorable  rate  was  necessary  to  secure  the  business  as  against  a 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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competitive  carrier,  would  not  justify  discrimination;  and  this 
ease  shows  also  that  differences  in  rates  can  be  justified  by  dif- 
ferences in  classification  only  when  the  classification  rests  upon 
substantial  differences  in  service. 

628— Quantity  Use. 

The  field  of  transportation  furnishes  an  instructive  illustration  of 
what  is  permissible  classification  as  between  service  in  large  and  in 
small  amounts.  Carload  rates  may  be  properly  lower  than  less- 
than-carload  rates;  because  the  service  rendered  is  distinctly  dif- 
ferent in  the  two  classes  of  service ;  but  no  lower  rate  can  be  given 
to  one  who  sends  fifty  L.  C.  L.  packages  than  if  he  sent  only  one, 
and  no  lower  charge  can  be  made  to  him  who  ships  in  ten  car- 
load lots,  or  indeed  in  train  loads,  than  to  him  who  ships  in  a 
single  car. 

In  the  past,  the  common  commercial  view  of  selling  cheaper  in 
large  lots  prevailed  to  some  extent  in  the  public  services;  but  the 
tendency  toward  equality  of  treatment  of  all  customers  has  grown 
ever  stronger.  Indeed,  even  in  progressive  private  businesses,  par- 
ticularly those  operating  under  patents,  copyrights,  or  trademarks, 
the  need  of  treating  all  customers  alike,  regardless  of  the  quantity 
of  their  purchases,  is  becoming  widely  recognized.  It  seems  clear 
that  the  tendency  in  our  public  service  commissions  and  our  courts 
must  be  toward  an  ever  stricter  enforcement  of  the  rules  against 
discrimination. 

4— Rate  Theory 

I  am,  therefore,  of  opinion : 

First :  assuming  that  the  cost  of  producing  and  delivering  electric 
energy  is  the  same  per  unit  (kilowatt),  regardless  of  quantity  sup- 
plied, and  in  the  absence  of  any  statute  regulating  or  limiting  the 
price  at  which  it  may  be  sold,  a  public  service  corporation  cannot 
legally  charge  a  lower  rate  for  a  larger  (wholesale)  than  for  a 
smaller  (retail)  quantity  delivered  at  the  same  time  and  under 
similar  conditions. 

Second :  Assuming  that  the  cost  of  producing  and  delivering  elec- 
tric energy  is  the  same  per  unit  (kilowatt)  regardless  of  quantity 
supplied,  and  in  the  absence  of  any  statute  regulating  or  limiting 
the  price  at  which  it  may  be  sold,  a  public  service  corporation  can- 
not charge  A  10  cents  per  kilowatt  for  200  kilowatts  per  Tiionth, 
and  B  2  cents  per  kilowatt  for  20,000  kilowatts  per  month,  de- 
livered at  the  same  time  and  otherwise  under  similar  conditions, 
assuming  that  the  entire  cost  of  service  to  each  is  4  cents  per 
kilowatt. 

Third:  Assuming  that  there  is  a  difference  between  the  cost  of 
making,  delivering  and  selling  electric  energy  between  the  whole- 
sale and  retail  consumer,  a  public  service  corporation  can,  in  the 
absence  of  any  statute  regulating  or  limiting  the  price  at  which 
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it  shall  be  sold,  make  a  higher  price  to  the  retail  customer,  but  the 
difference  in  the  selling  price  may  not  be  substantially  greater  than 
the  difference  in  cost. 

Fourth :  As  to  the  right  of  a  public  service  corporation  to  make  a 
substantial  difference  in  its  charges,  based  upon  the  broad  purpose 
for  which  it  is  used,  namely,  a  difference  between  light  and  power, 
there  is  more  -doubt.  Some  decisions  in  the  State  courts  would  seem 
to  justify  such  discrimination ;  but  the  great  weight  of  authority, 
as  well  as  of  reason,  seems  opposed  to  permitting  any  discrimina- 
tion based  upon  the  use  to  which  the  electric  energy  is  put;  and 
therefore  upon  the  facts  assumed  in  the  question  such  discrimina- 
tion between  charges  for  electric  energy  used  for  power,  and  charges 
for  electric  energy  used  for  light,  should  be  held  illegal. 

623 — Load  Factor. 

On  the  other  hand,  the  difference  between  day  use — when  the  de- 
mand upon  the  station  is  small,  and  evening  use — when  the  demand 
upon  the  station  is  large — seems  a  proper  basis  of  classifica- 
tion of  service ;  and  a  Court  might,  for  this  reason,  upon  the  facts 
disclosed  in  a  particular  case,  hold  that  use  for  power,  as  calling 
mainly  for  day  use,  fell  within  a  different  class  of  service  than 
use  for  light. 

45 — Value  of  Service  Theory. 

It  seems  clear,  however,  that  mere  difference  in  the  value  of  the 
service  or  its  character  to  the  user  does  not  afford  any  justification 
for  discrimination  as  to  rates. 

61 — Character  of  Service. 

Very  closely  in  point  are  the  decisions  in  regard  to  the  supply  of 
natural  gas.  In  Bailey  vs.  Fayette  Gas-Fuel  Co.,  193  Pennsylvania 
State,  175,  it  was  held  that  a  natural  gas  company  organized  to 
supply  gas  for  heat,  light  and  other  purposes  had  no  power  to 
make  a  difference  in  price  according  to  the  use  to  which  the  gas  was 
put  by  the  consumer ;  that  is,  making  a  lower  price  for  gas  used  for 
power  than  where  it  was  used  for  light.    The  Court  said : 

"The  regulation  in  question  seeks  to  differentiate  the  price  accord- 
ing to  the  use  for  heating  or  for  light.  It  is  not  claimed  that  there 
is  any  difference  in  the  cost  of  the  product  to  the  company,  the 
expense  of  supplying  it  at  the  point  of  delivery  or  its  value  to  the 
company  in  the  increase  of  business  or  other  ways.  Some  effort 
was  made  to  show  increased  risk  to  the  company  from  the  use  of 
gas  for  lighting  purposes,  but  the  evidence  of  danger  was  so  remote 
and  shadowy  that  it  cannot  be  considered  as  more  than  a  mere 
makeweight.  The  real  argument  seeks  to  justify  the  difference  in 
price  solely  by  the  value  of  the  gas  to  the  consumer,  as  measured 
by  what  he  would  have  to  pay  for  a  substitute  for  one  purpose  or 
the  other  if  he  could  not  get  the  gas.  This  is  a  wholly  inadmissible 
basis  of  discrimination." 
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In  Richmond  Natural  Gas  Co.  vs.  Clawson,  155  Indiana,  659,  the 
same  decision  was  reached.  There  the  company  sought  to  fix  the 
price  of  gas  for  fuel  purposes  at  12y2  cents  per  thousand  cubic 
feet,  and  to  those  consumers  who  used  it  both  for  fuel  and  illumi- 
nating purposes,  at  20  cents  per  thousand  cubic  feet.  The  Court 
held   that  this  was  unjust  discrimination. 

In  Mooreland  Rural  Telephone  Company  vs.  Mouch,  96  North- 
eastern Reporter,  193,  the  Appellate  Court  of  Indiana  held  that 
the  telephone  company  could  not  justify  a  discrimination  in 
charges  for  telephone  service  between  those  who  were  "business 
men"  and  those  who  were  not. 

The  same  conclusion  was  reached  by  the  Supreme  Court  of  Okla- 
homa in  Hine  vs.  Wadlington  et  al.,  124  Pacific  Reporter,  299. 

In  Postal  Cable  Telegraph  Co.  vs.  Cumberland  Telephone  and  Tele- 
graph Co.,  177  Federal  Reporter,  726,  the  United  States  Circuit 
Court  held  that  the  telephone  company  could  not  charge  the  tele- 
graph company  a  greater  rate  for  service  than  it  charged  other 
business  houses  for  similar  service,  merely  because  the  telephone 
company  derived  a  greater  profit  in  the  use  of  its  telephone  for 
receipt  and  delivery  of  telephone  messages,  since  the  rates  charge- 
able by  the  telephone  company  must  depend  upon  the  character 
of  the  service  rendered,  and  not  upon  the  value  of  the  service  to 
the  customer. 

72 — Rate  Schedules 

Vehicle  Charging  Rates  (Toronto,  Canada),  Electrical  World,  October 
18,  1913,  p.  801. 

The  Toronto  (Canada)  Electric  Light  Company,  Ltd.,  has  adopted  a 
special  rate  for  electric-vehicle  charging  service,  to  encourage  larger  use. 
The  rates  are  as  follows: 

5  cents  per  kilowatt-hour  for  the  first  fifty  hours'  use  of  the  month's  maxi- 
mum demand. 

1  cent  per  kilowatt-hour  for  the  second  fifty  hours'  use  of  the  month's  maxi- 
mum demand. 

0.5  cents  per  kilowott-hour  for  all  energy  consumed  beyond  100  hours'  use  of 
the  month's  maximum  demand. 

COMMISSION  DECISIONS 

INDIANA 

132 — Protection  from  Competition. 

Hawks  Electric  Company  v.  City  of  Goshen.  Petition  Asking  for 
an  Order  Prohibiting  the  City  of  Goshen  from  Reconstructing  the 
Municipal  Electric  Lighting  Plant.  Decision  of  the  Indiana  Public 
Service  Commission  Denying  the  Petition.    September  8,  1913. 

The  Hawks  Electric  Light  Company  is  a  public  utility  furnishing 
electric  lighting  and  power  service  in  the  City  of  Goshen.  The  city 
is  operating  an  electric  lighting  plant  but  has  never  produced  electric 
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current  for  power.  The  city  is  proceeding  to  rebuild  its  electric  plant 
including  a  new  system  of  street  lighting  machinery  for  the  produc- 
tion of  direct  current  for  power  purposes  in  addition  to  its  street 
lighting  service.     The  petitioner  alleges  that  the  city 

should  be  prohibited  from  proceeding  until  a  certificate  of  public 
convenience  and  necessity  is  procured  from  this  Commission,  and 
that  this  Commission  has  power  by  its  own  order  to  enjoin  said  city 
from  proceeding.     .     .     . 

The  Commission  says : 

Plaintiff  contends  that  this  section  [Section  98  of  the  Shively  Spen- 
cer Utility  Commission  Act]  is  applicable  to  the  conditions  in  this 
case.  That  the  spirit  of  this  act  is  monopolistic  is  clear.  That  a 
single  utility  furnishing  a  product  or  service,  in  the  end  leads  to 
better  service  and  lower  prices,  when  properly  regulated,  is  no 
longer  questioned  by  economists.  And  if  this  is  an  application  for 
a  declaration  of  convenience  and  necessity  it  would  be  a  very  proper 
occasion  for  the  enforcement  of  the  rule  if  the  municipality  was 
making  the  initial  move  towards  establishing  a  plant.  As  we  con- 
strue the  statute,  it  has  no  application  here  where  the  city  is  seek- 
ing to  repair  its  plant  even  though  the  repairing  amounts  prac- 
tically to  a  reconstruction.  If  the  city  was  preparing  to  string  new 
wires  only  or  set  new  poles  or  install  a  new  dynamo  its  right  to  do 
so  would  never  be  questioned.  Because  it  seeks  to  do  all  of  these 
things  at  once  no  doubt  in  the  interest  of  economy  and  better 
service,  this  fact  does  not  make  the  statute  applicable.  The  city  is 
now  operating  its  plant,  and  under  the  evidence  can  continue  to 
do  so  for  some  time  at  least  without  repairs  of  consequence.  It 
could  not  have  been  the  intention  of  the  legislature  to  compel  muni- 
cipalities to  continue  to  use  antiquated  machinery  or  abandon  it 
altogether,  if  the  certificate  of  convenience  and  necessity  could  not 
be  procured  from  this  Commission  to  install  new  and  modern  ma- 
chinery and  appliances.  In  this  case  competition  already  exists. 
There  will  be  no  new  competition  except  in  quality  of  service. 
The  Commission  ought  not  and  could  not  legally  make  the  order  in 
this  case  if  it  had  the  authority  to  issue  injunctive  relief. 

The  Commission  considers  that  it  has  no  equity  powers  and  cannot 
issue  an  injunction  in  any  case.     .     . 

The  plaintiff  has  a  complete  remedy  in  the  courts.     .     .     . 

INTERSTATE  COMMERCE  COMMISSION 

224— Rates. 

In  the  Matter  op  Express  Eates,  Practices  Accounts,  and  Rev- 
enues — Opinion  No.  2408.  Volume  28,  Interstate  Commerce  Com- 
mission, pp.  131-153,  July  24,  1913. 

This  order  puts  into  effect  the  system  of  express  rates  outlined  in 
Opinion  No.  1967  issued  on  June  8,  1912.    (See  2  Rate  Research  32.) 
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NEW  YORK  (1st  D.) 
56 — Standard  Riders. 

Complaint  of  Alonzo  B.  Kight  vs.  United  Electric  Light  and 
Power  Company,  Alleging  that  the  Company's  Riders,  which  Pre- 
scribe the  Conditions  under  which  Advantage  may  be  taken  of  the 
Low  Rates  for  Large  Consumption,  are  Discriminatory.  Decision  of 
the  New  York  Public  Service  Commission  First  District  Holding 
that  Certain  Riders  are  Discriminatory  and  Directing  the  Company 
to  Cancel  Them.    August  1,  1913. 

The  "Conjunctional  Service"  rider  provides  that  electric  current, 
supplied  under  the  company's  wholesale  contract  to  buildings  not 
more  than  100  feet  apart,  belonging  to  the  same  party  and  served  from 
a  single  center  of  distribution,  may  be  taken  collectively  in  deter- 
mining the  rate  for  such  service.  The  Commission  held  that  the  rider 
should  be  cancelled,  and  if  any  like  provision  is  reestablished,  it 
should  be  available  to  small  as  well  as  large  consumers. 

Two  riders  prescribe  rules  with  reference  to  the  inclusion,  by  the 
proprietor  of  a  building,  of  the  amount  of  electricity  consumed  by 
his  tenants  in  order  to  make  up  the  amount  of  annual  or  monthly 
consumption  necessary  to  secure  a  low  rate.  The  provisions  were 
held  to  be  unjust  and  discriminatory  and  the  company  was  directed 
to  cancel  the  riders. 

Subsequent  to  this  decision  the  following  riders  were  filed  by  the 
Company  and  made  effective  October  9,  1913: 

Conjunctional  Service. 

It  is  further  understood  and  agreed  that  in  view  of  the  fact  that 
the  entire  buildings  enumerated  herein  are  to  be  supplied  under 
this  contract,  are  not  more  than  one  hundred  feet  apart,  are  under 
the  common  ownership  [or  leasehold]  of  the  undersigned,  and  may 
be  served  from  a  single  centre  of  distribution,  the  current  required 
for  these  buildings  may  be  taken  collectively  in  determining  the 
rate  to  which  the  undersigned  is  entitled  under  this  contract. 

Intercommunicating  Buildings. 

It  is  further  understood  and  agreed  that  in  view  of  the  fact  that 
the  buildings  enumerated  in  this  contract  are  under  a  common 
ownership  [or  leasehold],  are  intercommunicating  within  the  build- 
ing, are  classed  as  one  fire  risk  and  operated  as  a  single  property, 
the  current  required  for  the  buildings  may  be  taken  collectively 
in  determining  the  rate  to  which  the  undersigned  is  entitled  under 
this  contract. 

CALIFORNIA 

831 — Purchase  by  Municipality. 

Application  of  the  Ventura  County  Power  Company  to  Sell  to  the 
City  of  Oxnard  the  Water  System  of  the  Ventura  County  Power 
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Company.  Decision  of  the  California  Railroad  Commission,  Grant- 
ing Application.    August  11,  1913. 

The  city  of  Oxnard  is  constructing  a  water  works  system  and  upon 
completion  of  the  municipal  plant  the  value  of  the  present  water 
system  owned  by  the  applicant  would  be  "greatly  impaired  if  not 
rendered  practically  useless."  This  situation  has  forced  the  company 
to  a  willingness  to  sell  at  a  price  below  the  fair  value  of  its  property. 
The  Commission  says : 

' '  The  price  to  be  paid  for  this  water  works  system  is  not  supposed 
to  represent  the  fair  value  of  the  system,  which  value  is,  doubtless, 
much  in  excess  of  $30,000  mentioned  (in  the  application)  as  the 
consideration  for  this  transfer." 

MISSOURI 
225— Schedules. 

Regulations  Prescribing  the  Form  and  Governing  the  Filing  and 
Publication  of  Electric  Rate  Schedules.  General  Order  No.  5 
Issued  by  the  Missouri  Public  Service  Commission,  Effective  Octo- 
ber 15,  1913. 

The  rates  in  force  April  15,  1913,  are  to  be  continued  in  force  and 
may  be  amended  in  the  manner  prescribed.  Schedules  not  in  accord 
with  the  commission's  regulations  are  to  be  reprinted  and  filed  on 
or  before  October  15,  1913.  Rates  for  electric  service  are  to  be  classi- 
fied under  the  headings  Commercial  Lighting,  Commercial  Power 
and  Street  Lighting.  Rules  are  given  for  the  inclusion  of  data  re- 
lating to  service,  rules  and  regulations  and  practices  of  the  com- 
pany, and  rules  covering  form  of  schedules,  change  in  schedules  and 
details  of  printing  and  filing. 

COURT  DECISIONS 
NEW  YORK 

132 — Protection  from  Competition. 

People  ex  rel.  The  New  York  Edison  Co.  v.  Edward  E.  McCall 
et  al.,  Constituting  the  Public  Service  Commission  for  the  First 
District,  and  the  Long  Acre  Electric  Light  and  Power  Company. 
On  writ  of  Certiorari  to  Review  An  Order  of  the  Commission  Permit- 
ting the  Long  Acre  Electric  Light  &  Power  Company  to  Construct  an 
Electric  Plant,  and  Authorizing  the  Issuance  by  it  of  Certain  Stocks 
and  Bonds.  Decision  of  the  New  York  Supreme  Court,  Appellate 
Division,  First  Department,  Dismissing  the  Writ  and  Affirming  the 
Order.  July  10,  1913:  New  York  Commission  (1st  D.)  Report,  Vol. 
4,  No.  7,  p.  V. 

The  history  of  this  case,  and  the  actions  of  the  Commission  and  Courts 
dealing  with  the  previous  phases  of  the  application  may  be  found  in 
2  Rate  Research  260,  and  386,  and  3  Rate  Research  35.     In  this 
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proceeding  no  opinion  was  written  by  any  member  of  the  majority  of 
the  Court. 

Judge  Ingraham,  P.  J.,  filed  a  dissenting  opinion  on  the  ground, 
(1)  that  since  the  East  River  Company  franchise  had  never  been 
operated  by  the  East  River  Company  prior  to  1907,  the  Long  Acre 
Company  was  not  authorized  to  begin  construction  without  the  per- 
mission of  the  Commission;  (2)  that  the  Long  Acre  Company  never 
acquired  title  to  the  franchise  granted  to  the  East  River  Company  by 
the  City  of  New  York,  and  hence  is  not  the  successor  of  that  com- 
pany, or  the  possessor  of  any  of  its  rights;  and  (3)  that  the  granting 
of  this  order,  based  as  it  is  upon  the  absolute  right  of  the  Long  Acre 
Company  to  construct  an  electric  plant  in  New  York  was  in  opposi- 
tion to  the  decision  of  the  Court  of  Appeals,  on  an  appeal  from  this 
Court.     (See  2  Rate  Research  260.) 


IOWA 

84 — Municipal  Operation. 

Sloan  v.  City  of  Cedar  Rapids.  Suit  by  a  Consumer  to  Enjoin  the 
Collection  of  Water  Rates,  and  the  Shutting  Off  of  Service  by  the 
Municipal  Waterworks,  and  to  Recover  Alleged  Excess  in  Payments 
for  City  Water.  Decision  of  the  Supreme  Court  op  Iowa  Denying 
the  Injunction  and  Recovery  of  Excess  Charges.  September  20, 
1913.     142  Northwestern  970. 

Before  the  city  bought  the  waterworks,  the  rate  charged  by  the  Cedar 
Rapids  Water  Company  was  25  cents  per  1,000  gallons  plus  a  mini- 
mum charge  of  25  cents.  In  1900  the  city  passed  an  ordinance  fixing 
the  company's  rates  at  15  cents  per  thousand  gallons.  The  company 
brought  suit  to  test  the  validity  of  the  ordinance,  alleging  that  the 
rates  were  unreasonable  and  not  compensatory.  Pending  the  liti- 
gation, a  temporary  injunction  was  granted,  restraining  the  city  from 
enforcing  the  ordinance.  The  case  was  finally  (in  1902)  brought  be- 
fore the  Supreme  Court,  which  held  "that  the  rates  fixed  by  the  ordi- 
nance were  not  shown  to  be  unreasonable."  Shortly  after  this  the 
city  bought  the  waterworks,  and  on  July  1,  1903,  passed  a  resolution 
providing  that  the  rates  which  had  been  in  force  before  the  change 
of  ownership  should  be  continued  until  further  action.  Consequently 
the  rate  of  25  cents  per  1,000  gallons  was  charged,  until  recently 
when  the  city  adopted  a  new  schedule  increasing  materially  the  mini- 
mum monthly  charge  for  the  use  of  1,000  gallons  or  less. 

The  appellant  in  this  case,  who  is  a  consumer  using  the  city  water 
for  residence  purposes,  refused  to  pay  the  new  rate,  though  asserting 
his  willingness  to  continue  paying  the  25  cent  rate.  The  company 
refused  to  accept  his  offer,  whereupon  the  appellant  brought  suit 
to  enjoin  the  city  from  shutting  off  his  supply.  He  further  sought 
recovery  of  the' amount  paid  by  him  in  excess  of  the  rate  of  15  cents 
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per  1,000  gallons  since  the  ordinance  of  1900,  and  prayed  for  the 
removal  of  the  waterworks  trustees  on  the  ground  that  under  the 
commission  form  of  government  (adopted  by  the  city  in  3907)  the 
power  exercised  by  these  trustees  belongs  to  the  commissioners  and 
cannot  be  delegated,  and  "that  all  their  acts  under  the  alleged  ap- 
pointment were  without  legal  force  and  that  such  trustees  are 
usurpers. ' ' 

The  court  holds  that  the  trustees  are  legally  appointed,  and  have  the 
legal  right  to  fix  and  collect  rates.  With  regard  to  the  city's  charg- 
ing a  rate  which  it  had  previously  proved  by  law  that  a  private  cor- 
poration could  not  charge,  the  decision  says: 

Appellant 's  right  to  recover  the  alleged  excess  in  payments  is  based 
upon  the  claim  that,  the  rate  fixed  by  the  ordinance  of  June  8, 
1900,  having  been  determined  by  this  court  to  be  not  unreason- 
able or  confiscatory,  it  therefore  was  held  to  be  reasonable  and 
compensatory,  and  the  city  upon  becoming  the  owner  had  not  the 
right  to  charge  in  excess  of  the  rate  then  fixed.  We  cannot  admit 
this  claim.  The  fact  that  the  city  by  resolution  adopted  after  the 
purchase  of  the  plant  provided  that  the  rates  should  be  the  same 
as  had  been  in  effect  with  the  Cedar  Rapids  Water  Company  did 
not  fix  the  15  cents  rate.  That  schedule  had  not  been  in  force 
because  of  the  temporary  injunction,  and  charges  to  consumers, 
named  in  the  resolution  as  existing  rates,  when  in  connection  with 
the  published  rate  card  had  reference  only  to  the  rate  subsequently 
charged  to  and  paid  by  appellant. 

Upon  becoming  the  owner  of  the  waterworks  system,  the  city  was 
empowered  by  statute  to  charge  and  collect  such  rates  as  would, 
in  connection  with  a  general  levy  for  water  purposes,  and  a  sinking 
fund  levy,  not  only  be  sufficient  to  provide  for  the  maintenance  and 
operation  of  the  works,  but  also  to  provide  for  the  proper  and  nec- 
essary extensions  thereof.  Code  §  749.  It  is  evident  that  the  right 
of  the  city  in  this  respect  is  broader  than  would  be  that  of  a  private 
corporation  operating  a  system  for  pecuniary  profit,  when  related 
to  the  question  of  just  and  compensatory  rates.  In  other  words, 
a  private  corporation  could  not,  in  determining  upon  such  rates, 
include  an  amount  sufficient  to  make  extensions,  if  such  were  be- 
yond a  reasonable  return  on  the  investment,  for  this  would  be  but 
another  way  of  increasing  the  capitalization. 

The  powers  granted  a  city  council  or  to  commissioners  under  the 
changed  form  of  municipal  government  are  necessarily  broader, 
not,  however,  to  the  extent  of  permitting  gross  misuse  of  the  taxing 
power  by  the  indirect  method  of  water  rates,  but  to  meet  such  con- 
ditions as  must  necessarily  arise  where  the  taxpayers  themselves 
are  the  owners  of  the  property  which  supplies  them.  We  do  not 
at  this  time  attempt  to  determine  the  full  limit  of  such  powers,  but 
only  that  there  is  such  a  difference  between  the  rights  and  powers 
of  a  private  corporation  rendering  a  public  service  and  a  municipal 
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corporation  performing  the  same  office  that  a  rule  of  rates  per- 
missible to  the  one  would  not  necessarily  apply  to  the  other.  As- 
suming the  15-cent  rate  to  have  not  been  unreasonable  as  to  the 
Cedar  Rapids  Water  Company,  it  does  not  follow  that  the  25-cent 
rate  which  was  paid  by  appellant  for  many  years  to  the  city  under 
the  schedule  fixed  by  it  was  unreasonable,  nor  that  the  new  schedule 
adopted  in  1910  would  under  the  new  condition  be  unreasonable. 
We  therefore  rest  our  decision  as  to  plaintiff's  right  to  recover 
upon  the  proposition  stated  above;  that  it  is  not  shown  that  the 
rates  which  have  been  charged  by  the  city,  or  which  are  intended 
to  be  charged  by  it,  are  unreasonable.  . 

The  Court  summarizes  its  opinion  as  follows : 

Having  been  lawfully  appointed,  the  trustees,  in  the  exercise  of  the 
powers  conferred  upon  them,  fixed  the  rates  which  went  into 
effect  in  December,  1910 ;  and,  it  not  having  been  shown  that  they 
are  unjust  or  unreasonable,  appellant  as  a  consumer  is  liable  for 
the  same. 

It  is  a  reasonable  regulation  that  a  consumer  may  be  denied  further 
service  upon  a  refusal  to  pay  for  water  furnished  under  the  fixed 
rates.  The  appellant  admitting  his  refusal  to  pay  the  account 
due  for  water  previously  supplied  to  him,  and  it  now  being  deter- 
mined that  the  rate  attempted  to  be  collected  was,  under  the  present 
record,  one  which  the  city  through  the  trustees  had  the  right  to 
establish,  it  follows  that  appellant's  prayer  for  an  injunction  should 
be  denied.  .    .    . 

REFERENCES 

RATES 

4 — Rate  Theory. 

Rates  for  Electric  Service,  by  F.  A.  Newton.  A  Paper  Read  before 
the  Indiana  Electric  Light  Association,  Indianapolis,  September  25, 
1913. 

This  paper  states  that,  since  it  is  now  generally  recognized  that  rates  should 
be  based  on  cost  of  service,  and  that  rates  must  be  different  for  different 
localities,  the  fixing  of  rates  is  a  matter  of  analysis  of  costs  and  operating 
data.  Flat  rates  and  uniform  meter  rates  have  proved  to  be  inadequate  and 
inequitable,  and  rates  recognizing  demand  and  the  use  of  demand  (which  are 
the  only  form  of  rate  under  which  adjustments  can  be  properly  made,  and 
all  the  facts  given  proper  weight  and  consideration  in  the  construction  of 
rate  schedules)  have  been  substituted  for  them.  There  is  a  discussion  of  the 
various  methods  of  determining  the  demand;  of  the  careful  statistical  work 
needed  in  order  to  make  the  application  of  demand  rates  fair  and  reasonable; 
of  the  modification  of  rates  to  meet  unusual  conditions  and  to  design  rates 
which  compete  with  isolated  plants;  and  of  the  question  of  optional  rate?.  Rate 
audits  are  strongly  recommended  on  the  ground  that  "if  the  basis  figures  are 
permitted  to  become  inadequate  because  of  lack  of  proper  supervision  and 
periodic  inspections,  then  discriminations  inevitably  result  and  the  whole  rate 
structure  is  in  danger." 
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5 — Rate  Practice. 

The  Cost  of  Carrying  a  Passenger,  and  Proposed  Work  of  the 
Bureau  of  Fare  Research,  by  Edwin  Gruhl.  Abstract  of  a  Paper 
Read  before  the  American  Electric  Railway  Association,  Atlantic  City, 
N.  J.,  October  13-17,  1913.  Article  and  Editorial,  Electric  Railway 
Journal,  2  pages,  October  18,  1913,  p.  893;  and  October  17,  1913, 
p.  835. 

This  states  that  the  electric  traction  industry,  instead  of  being  intrinsically  profit- 
able, as  was  predicted  in  the  early  years  of  its  development,  is  now  thought  by 
many  investors  to  be  intrinsically  unprofitable.  The  problem  of  how  far  it  is 
possible  to  carry  a  passenger  under  the  existing  fares,  has  been  studied  and  the 
general  conclusion  formed  that  the  traction  industry  is  "selling  goods  below  cost." 
As  a  result  the  "Bureau  of  Fare  Research"  has  been  created,  the  purpose  of  which 
will  be  to  make  investigations  with  view  to  learning  the  cost  of  carrying  a  passen- 
ger, and  the  distance  to  which  such  a  passenger  can  be  profitably  carried  for  a 
single  fare.  The  general  scope  of  the  bureau's  work  is  outlined,  and  the  state- 
ment made  that  the  industry  is  today  facing  new  problems  arising  out  of  the 
growing  tendency  for  the  regulation  of  rates  and  the  expansion  of  territory  with- 
in which  the  passengers  shall  be  hauled  for  a  single  fare. 

The  editorial  states  that  the  proposed  bureau  is,  in  its  conception,  one  of  the 
most  important  acts  of  the  association;  and  means  that  investigation  is  to  be 
made  into  the  operation  of  other  systems  of  fares  than  the  flat  rate  system  on 
which  the  urban  lines  are  now  generally  conducted.  It  is  suggested  that  it  is  to 
be  hoped  that  the  problem  may  be  solved  without  pressing  too  heavily  on  the 
country  districts  which  have  been  built  up  largely  because  of  a  single  fare  from 
congested  city  centers. 

54 — Minimum  Charge. 

The  Minimum  Rate  Charge,  by  Newton  Harrison,  The  Central  Sta- 
tion, 3  pages,  October,  1913,  p.  93. 

This  states  that  the  Public  Service  Commission  is  a  return  to  a  liberal  and  just 
method  of  obtaining  the  truth  with  respect  to  a  civic  proposal,  and  that  the 
opinions  of  the  various  commissions  as  to  what  is  the  correct  basis  for  rate 
making,  are  of  interest  alike  to  large  and  small  consumers.  An  outline  is  given 
of  the  attitude  of  the  St.  Louis,  the  New  Jersey,  California,  and  Arizona  Com- 
missions, and  the  Kansas  Supreme  Court  upon  the  question.  The  conclusion 
reached  is  that  the  minimum  rate  has  become  an  established  custom;  that  it  is 
rational  and  just  and  should  be  tolerated  by  all  patrons;  and  that  the  charging 
for  current  either  according  to  a  flat  rate  or  a  differential  rate,  is  entirely  a 
matter  of  obeying  the  law  first,  and  following  business  instinct  second,  to  provide 
a   satisfactory   profit. 

224— Rates. 

The  Interstate  Commerce  Commission's  Revision  of  Express 
Rates.  Engineering  and  Contracting,  2  pages,  October  9,  1913,  p. 
719. 

This  states  that  the  recent  revision  of  domestic  express  rates  by  the  Inter- 
state Commerce  Commission  (See  4  Rate  Research  55),  the  Parcel  Post  scheme 
of  charges,  and  the  attempted  rearrangement  of  railway  freight  rates  accord- 
ing to  geographical  zones,  show  a  consistent  attempt  to  place  the  transpor- 
tation facilities  of  the  country  more  nearly  on  a  cost  of  service  basis.  With 
regard  to  the  two  chief  arguments  against  the  revised  express  rates,  namely 
that  the  great  complexity  and  strangeness  of  the  new  system  would  require 
two  years  to  put  it  into  effect,  and  that  cost  of  service  alone  cannot  be  a  fair 
basis  of  any  transportation  rates,  the  first  is  said  to  be  without  weight,  and 
the   second   of   far    less   weight    in    the   express   than    in    the   railroad   business. 


62  4         Rate     Research 


There  is  a  description  of  the  way  in  which  charges  were  computed  under  the 
old  rates,  and  of  the  abuses  which  grew  up  under  them.  The  provisions  of 
the  Commission's  present  order  are  outlined,  and  the  points  noted  in  which 
it  simplifies  the  previous  system.  The  suggestion  is  made  that  such  a  simpli- 
fication has  already  been  advocated  within  the  companies  themselves;  and  that 
railroads  and  companies  should  cooperate  with  the  commission,  and  resign 
themselves  to  the  acceptance  of  a  modest  reward  in  proportion  to  the  cost 
and  value  of  the  service  rendered. 


INVESTMENT  AND  RETURN 

314.22— Franchises. 

Franchise  Values,  by  Wm,  M.  Wherry.  Abstract  of  a  Paper  Read 
before  the  American  Electric  Railway  Association  at  Atlantic  City, 
N.  J.,  October  13-17,  1913.  Electric  Railivay  Journal,  2  pages,  Octo- 
ber 15,  1913,  p.  781. 

This  states  that  cost  is  often  confused  with  value,  in  disregard  of  the  fact  that 
the  purpose  for  which  property  is  used  is  one  of  the  elementary  considerations 
which  have  to  be  taken  into  account  in  fixing  value,  and  that  the  essence  of 
value  is  the  advantage  which  the  owner  derives  from  possession.  There  is  an 
analysis  of  the  various  advantages  to  be  derived  from  property,  and  an  applica- 
tion of  these  principles  to  franchises;  and  a  discussion  of  the  methods  used  in 
determining  franchise  value  and  of  the  question  of  how  far  the  Constitution 
protects  this.  The  statement  is  made  that  the  whole  rate-making  power  of  the 
state  is  based  upon  and  is  limited  by  the  State's  right  to  prevent  extortion;  that 
the  value  of  the  franchise  as  based  on  its  earnings  cannot  be  omitted  in  ascer- 
taining the  property  which  the  law  must  protect,  and  which  can  be  taken  only 
by  due  process;  that  if  the  value  is  taken  away  (except  when  the  charge  is 
clearly  extortionate  or  unreasonable  as  compared  with  the  service  rendered),  the 
State  becomes  the  extortioner  and  not  the  protector  against  extortion.  In  regard 
to  the  question  of  unearned  increment,  it  is  said  that  a  franchise  unused  is  of  no 
value;  that  the  man  who  develops  it  and  uses  it  is  performing  service,  the 
reward  for  which,  is  the  value  which  accrues  from  such  use  and  development; 
that  the  consideration  for  the  development  of  the  franchise  is  this  value,  and  it 
cannot  be  taken  away  without  depriving  those  who  have  created  it  of  the  reward 
for  their  services. 

314 — Overhead  Charges. 

Other  Elements  of  Value  Than  Franchise  Values,  by  Clarke 
M.  Rosecrantz.  Abstract  of  a  Paper  Read  before  the  American  Elec- 
ric  Railway  Association,  Atlantic  City,  N.  J.,  October  13-17,  1913. 
Electric  Railway  Journal,  3  pages,  October  16,  1913,  p.  822. 

This  traces  the  rise  of  valuation  of  utilities  through  the  creation  of  public 
utility  commissions;  and  the  action  of  the  commissions  and  courts  toward  the 
various  elements  of  value  beside  franchise  and  physical  value,  such  as  going 
value,  promotion  expenses,  deficits  in  early  earnings,  etc.  With  reference  to 
value  for  rate  making  purposes,  it  is  asserted  that  allowance  should  be  made 
for  a  reserve  for  injuries  and  damages,  an  insurance  reserve,  and  a  deprecia- 
tion fund.  There  is  a  discussion  and  comparison  of  the  valuation  of  utilities 
for  taxation  purposes,  for  municipal  purchase,  and  private  purchase.  There 
is  an  outline  of  present  methods  of  making  a  physical  valuation.  With  ref- 
erence to  accrued  depreciation,  the  wide  difference  usually  existing  between 
the  figures  given  by  the  experts  on  the  different  sides  is  noted,  and  the  sug- 
gestion made  that  in  dealing  with  this  problem  utilities  should  call  only 
such  experts  and  offer  only  such  evidence  as  will  appeal  to  reasonable  minds. 
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352 — Expense. 

The  Determination  of  Operating  Costs  op  Power  Installations, 
by  C.  A.  Fees.  A  Paper  Presented  before  the  Kansas  Gas,  Water, 
Electric  Light  and  Street  Railway  Association,  Hutchinson,  Kansas, 
October  9-11,  1913.  Electrical  Review,  2  pages,  October  18,  1913,  p. 
765. 

This  outlines  the  methods  used  by  a  central-station  engineering  department  in 
estimating  the  cost  of  power  production  in  isolated  plants  and  in  proving  to  the 
possible  power  customer  that  the  purchase  of  central  station  power  is  cheaper. 
There  is  an  analysis  of  the  way  in  which  the  motor  equipment  is  planned, 
with  data  for  making  a  preliminary  estimate  of  motor  requirements.  The  sug- 
gestion is  made  that  in  carrying  out  these  investigations,  the  central-station 
engineer  should  not  only  make  careful  study  of  the  electric  essentials  for 
purchased  power,  but  should  also  watch  for  operating  mistakes  in  the  custo- 
mer's  processes  of  manufacture. 


PUBLIC  SERVICE  REGULATION 

2 — Public  Service  Regulation. 

Address  of  Judge  Thomas  Duncan,  Chairman  of  the  Indiana  Pub- 
lic Service  Commission,  before  the  Indiana  Electric  Light  Associa- 
tion, September  25,  1913. 

This  is  an  informal  statement  of  the  attitude  of  the  Indiana  Commission  toward 
the  utilities  and  toward  the  problems  with  which  it  has  to  deal.  The  sugges- 
tion is  made  that  the  two  things  which  would  do  most  toward  destroying  dis- 
trust of  the  utility  by  the  people,  are  courtesy  on  the  part  of  minor  employees, 
and  reduction  of  the  penalties  for  delinquency  in  paying  bills.  With  regard 
to  rate  making,  the  statement  is  made  that  there  is  no  disposition  on  the  part 
of  the  Commission  to  work  injustice  on  the  companies;  that  too  many  utility 
companies  are  yet  inclined  to  feel  that  these  properties  belong  exclusively  to 
them  as  private  property,  and  to  forget  that  ownership  of  utility  properties 
is  now  held  to  be,  in  a  measure,  a  trusteeship,  and  hence  rightly  subject  to  state 
regulation.  There  are  two  theories  of  rate-making,  the  value  of  the  service 
and  the  cost  of  the  service,  the  former  used  chiefly  in  the  East,  and  the  latter 
in  the  West,  especially  in  Wisconsin.  The  Indiana  Commission  upholds  the  cost 
of  service  theory  in  rate  making.  The  rate  is  not  to  be  held  down  to  actually 
what  the  service  costs,  but  is  to  be  controlled  chiefly  by  that,  and  is  to  consist 
of  the  cost  plus  a  reasonable  return  on  the  investment.  The  statement  is  matte 
that,  in  the  regulation  of  rates,  there  is  no  war  on  monopolies;  that  "the 
theory  of  the  whole  law  is  that  a  monopoly  is  to  be  established  ...  in  the 
gas  business,  or  in  the  light  business;  that,  they  are  to  be  regarded  as  monopolies 
and  controlled  and  regulated  by  the  strong  hand  of  the  state." 

2 — Public  Service  Regulation. 

Present  Tendency  of  Public  Utility  Laws  and  Regulations,  by 
C.  L.  S.  Tingley.  Abstract  of  a  Paper  Read  before  the  American 
Electric  Railway  Association,  Atlantic  City,  N.  J.,  October  13-17, 
1913.     Electric  Railway  Journal,  \  page,  October  17,  1913,  p.  850. 

This  traces  regulation  of  utilities  from  the  time  when  such  regulation  was  aimed 
chiefly  at  steam  carriers  to  the  present  when  the  regulating  commission  is  prac- 
tically universal  throughout  the  United  States.  The  legislation  of  the  last  two 
years,  resulting  in  the  formation  of  numerous  commissions,  and  the  changing  of 
the  character  of  others  is  outlined. 
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2 — Public  Service  Regulation. 

General  Review  of  Regulation:  Municipal  "Home  Rule"  Prin- 
ciple Criticized  as  Obsolete  and  a  Failure,  on  Basis  of  Experience. 
Public  Service  Regulation,  1^  pages,  October,  1913,  p.  523. 

This  is  an  abstract  of  an  address  delivered  in  Seattle  by  Mr.  Harry  R.  Wilson, 
former  member  of  the  Public  Service  Commission  of  Washington,  and  now  an 
attorney  specializing  in  public  service  cases.  The  growth  of  regulation  is  traced 
and  the  fact  noted  that  utilities  are  now  conceded  to  be  monopolies,  and  that 
their  being  monopolies  necessitates  and  justifies  rigid  public  regulation.  Mu- 
nicipal regulation  is  discussed,  and  the  reasons  for  its  failure  pointed  out.  State 
regulation  is  upheld,  on  the  grounds  of  "uniformity,  equality,  efficiency,  and 
impartiality."  Advisory  public  utility  experts  are  recommended  for  cities.  The 
statement  is  made  that  "aside  from  the  beneficial  material  results  which  these 
commissions  have  accomplished,  they  have  given  both  the  utilities  and  the  con- 
sumers a  clearer  comprehension  of  the  rights,  duties,  and  obligations  of  the  re- 
spective parties,  and  have  established  a  better  feeling  than  has  heretofore  ex- 
isted." 

2 — Public  Service  Regulation. 

The  Present  Tendency  of  Public  Service  Regulation,  by  Richard 
M'Culloch.  Abstract  of  a  Paper  Read  before  the  American  Electric 
Railway  Association,  Atlantic  City,  N.  J.,  October  13-17,  1913.  Elec- 
tric Railway  Journal,  2  pages,  October  17,  1913,  p.  858. 

This  outlines  the  growth  of  regulation  of  utilities,  state  and  municipal;  and  the 
general  provisions  of  the  laws  and  the  attitude  of  the  commissions  toward  stock 
and  bond  issues,  mergers,  valuation,  rate  of  return,  depreciation,  rates,  service, 
etc.  There  is  a  discussion  of  the  tendency  to  make  appeal  from  the  commissions' 
rulings  more  difficult,  and  of  the  question  of  the  qualifications  of  commissioners. 
The  conclusions  reached  are  that  regulation  has  brought  about  such  a  sudden 
change  that  it  will  require  time  for  the  utilities  to  adapt  themselves  to  the  new 
conditions,  and  for  the  commissions  to  digest  the  immense  amount  of  detail  which 
they  must  grasp  before  they  can  intelligently  handle  their  work;  that,  while 
public  service  regulation  may  have  put  at  end  to  certain  bad  financial  practices, 
the  growing  tendency  of  commissions  to  interfere  with  the  details  of  business, 
and  their  policy  of  cutting  the  rate  of  return  so  low  as  to  be  barely  non-confis- 
catory,  is  not  encouraging  to  investors;  and  that  the  best  interests  of  the  public 
are  not  conserved  when  conditions  of  operation  are  made  so  onerous  and  rates  of 
return  are  cut  so  low  that  capital  cannot  readily  be  procured  for  betterments, 
extensions,  etc. 

MUNICIPALITIES 

81 — Municipal  Regulation  of  Utilities. 

Economics  of  the  Cleveland  Railway  Situation  as  Developed  in 
the  1913  Arbitration  Decision,  by  C.  Nesbitt  Duffy.  Abstract  of  a 
Paper  Read  before  the  American  Electric  Railway  Association,  At- 
lantic City,  N.  J.,  October  13-17,  1913.  Electric  Railway  Journal, 
4  pages,  October  15,  1913,  p.  770. 

This  states  that  the  questions  involved  in  this  controversy  and  their  disposition 
are  of  the  greatest  importance  to  every  electric  railway  company  in  the  United 
States.  The  paper  analyzes  the  provisions  of  the  ordinance;  the  question  of  the 
duration  of  the  grant;  the  service  which  lias  been  furnished;  the  financial  results 
of  the  operation  of  the  property  for  the  period  of  thirty-seven  months,  March  1, 
1910,  to  April  1,  1913;  the  costs  of  operation  of  the  system;  the  decision  of  the 
arbitration  board;  and  the  numerous  reasons  why  the  Cleveland  franchise  plan 
would  not  meet  the  Cleveland  situation,  "nor  the  situation  in  any  other  city." 
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COMMISSION  DECISIONS 

NEW  HAMPSHIRE 

144 — Mergers. 

Application  for  Authority  to  Transfer  the  Properties  of  the  Berlin 
Electric  Light  Company,  The  Cascade  Electric  Light  and  Power 
Company  and  the  Cascade  Light  and  Power  Company  to  the  Twin 
State  Gas  and  Electric  Company.  Decision  of  the  New  Hampshire 
Public  Service  Commission  Determining  the  Value  of  the  Properties 
and  Refusing  to  Authorize  the  Transfer  at  the  Price  Agreed  Upon 
by  the  Companies.    August  30,  1913. 

The  transfers  of  property  desired  by  the  applicants  would  result  in  a 
consolidation  of  the  property  in  the  Twin  State  Gas  and  Electric 
Company. 

If  it  is  ordinarily, — but  not  always, — contrary  to  public  policy  to 
create  competitive  conditions  where  not  existing,  it  would  seem  that 
it  must  ordinarily, — but  not  always, — be  public  policy  to  allow  con- 
solidations and  the  termination  of  competitive  conditions  where 
they  do  exist,  assuming  that  such  consolidations  are  not  made  upon 
terms  which  will  operate  to  the  detriment  of  the  public.     .     .     . 

If  in  any  case  it  should  appear  to  be  in  the  public  interest  to  preserve 
competitive  conditions,  the  question  of  purchase  price  might  not  arise. 

In  the  ordinary  case,  however,  it  is  the  only  question  which  does 
arise. 

Transfers  are  made  subject  to  the  approval  of  the  Commission  on  ac- 
count of  the  indirect  effect  which  capitalization  and  indebtedness  may 
have  upon  rates  and  service.  It  would  seem,  therefore,  that  value  in  a 
transfer  case  must  be  fixed  by  the  application  of  the  same  general  prin- 
ciples as  in  a  rate  case. 

311 — Basis  of  Valuation. 

In  considering  a  proper  basis  of  valuation  in  rate  making  cases  the 
decision  says : 

In  the  absence  of  complicating  factors  the  .  .  .  original  cost 
might  be  permitted  absolutely  to  determine  value,  since  it  would 
be  ordinarily  admitted  on  the  one  hand  that  the  investor  is  entitled 
to  a  full  return  upon  the  total  amount  of  his  investment,  and  on 
the  other  that  if  he  receives  such  full  return  each  year,  justice 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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does  not  require  that  any  addition  shall  he  made  to  the  sum  upon 
which  such  return  is  computed.  But  while  in  one  case  it  may 
appear  just  to  allow  the  original  cost  to  outweigh  all  other  evidence, 
in  another  case  it  may  appear  that  the  enterprise  was  badly  con- 
ceived, or  badly  managed,  and  that  the  property  devoted  to  public 
use  might  have  been  produced  for  half  what  it  actually  cost  its 
owners.  In  such  case  it  may  well  be  that  cost  of  reproduction 
should,  in  the  determination  of  value,  be  allowed  much  more  weight 
than  original  cost.  In  another  case  it  may  appear  that  while  the 
property  was  well  conceived  and  well  managed,  and  always  yielded 
rates  sufficient  to  pay  a  fair  return  upon  the  entire  original  cost 
and  to  provide  a  proper  reserve  to  meet  depreciation,  the  owners 
have  not  made  any  such  reserve,  but  have  withdrawn  all  the  earn- 
ings, so  that  they  have  thereby  reduced  the  amount  of  their  invest- 
ment in  property  devoted  to  public  use  to  60  per  cent  of  the  orig- 
inal amount,  In  such  case  the  present  condition  of  the  property 
should  be  allowed  to  modify  the  weight  to  be  given  to  original 
cost.  Again,  in  a  case  of  a  well  conceived  and  well  managed  utility, 
it  may  take  some  years  to  build  the  business  up  to  a  point  where 
any  return  at  all  can  be  paid  to  the  owners  upon  the  amount  of 
their  original  investment,  In  the  meantime  depreciation  may  have 
occurred  because  the  plant  did  not  earn  enough  to  permit  the  set- 
ting aside  of  a  reasonable  reserve  to  meet  depreciation.  In  such 
case  the  amount  of  depreciation  which  has  occurred  may  well  be 
considered  as  a  necessary  cost  of  establishing  the  business.  Accord- 
ingly, little  weight  will  be  given  to  present  condition,  and  much 
weight  to  original  cost,  but  to  do  full  justice  to  the  owner  the 
amount  of  dividends  foregone  during  the  necessary  development 
period  must  also  be  considered.     .     .     . 

The  weight  to  be  given  to  each  will  vary  witli  the  circumstances  in 
each  case. 

It  is  fortunate  that  the  United  States  Supreme  Court  has  recognized 
the  impossibility  of  formulating  any  legal  definition  of  the  term 
"value,"  and  has  refused  to  attempt  to  make  into  a  question  of  law 
what  is,  and  must  always  be.  a  question  of  fact. 

313— Prices. 

In  regard  to  unit  prices  the  Commission  says: 

We  believe  that  stability  of  investment  is  quite  as  essential  to  in- 
vestors in  public  utilities  as  fair  value  is  to  the  public  at  large, 
and  that  in  transfer  cases  and  rate  eases  it  is  in  the  interest  of 
both  the  investors  and  the  public  not  to  attach  such  weight  to  the 
single  element  of  cost  of  reproduction  as  to  allow  the  temporary 
fluctuations  in  prices  of  material  unduly  to  affect  the  value  of  per- 
manent plants.  It  would  seem  to  be  fair,  and  consistent  with  a, 
sound  policy,  to  attach  more  weight  to  average  prices  of  materials 
over  a  considerable  term  than  to  prices  upon  any  single  particular 
date.     Five  years  woidd  seem  to  be  a  reasonable  term.     .     .     . 
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312.8— Discarded   Property. 

Certain  property  is  no  longer  useful  in  the  business  of  the  utility.  In 
fixing  a  value  for  rate  purposes,  such  property  would  be  entirely  dis- 
regarded, but  it  is  not  practicable  that  it  be  excluded  from  the  pur- 
chase    In  placing  a  value  upon  this  property,  however, 

[the]  cost  of  reproduction  may  be  of  little  aid  in  determining  its 
value.  Its  availability  for  other  uses  ordinarily  determines  its  ex- 
change value  or  market  value.     .     .     . 

314 — Overhead   Charges. 

The  difference  in  the  allowance  for  overhead  charges  accounts  for 
much  of  the  difference  in  the  valuations  submitted  by  the  companies' 
and  the  Commission's  engineers,  the  former  allowing  30  per  cent,  and 
the  latter  15  per  cent.  The  Commission  holds  that  15  per  cent,  is 
certainly  not  less  than  the  full  amount  of  overhead  costs  properly 
allowed  in  this  case. 
314.44— Contractor's   Profit. 

That  a  contractor's  profit  may  properly  be  allowed  in  those  cases 
where  valuation  is  made  of  a  utility  plant  of  such  a  nature  that 
it  was  constructed  under  contract,  so  that  such  profit  was  actually 
paid,  may  be  conceded,  but  we  do  not  feel  that  an  entirely  theoret- 
ical cost  should  be  allowed  in  computing  the  value  of  any  utility 
property.     .     .     . 

315.1— Going  Value. 

Justice  requires  that  one  devoting  his  money  to  an  investment  iu 
a  public  service  property  (assuming  the  enterprise  to  be  well  con- 
ceived and  well  managed)  shall  receive  a  fair  return  upon  that 
property  during  all  the  time  that  it  is  devoted  to  public  use, — dur- 
ing the  first  year  as  well  as  succeeding  years, — and  that  he  shall 
receive  as  well  a  return  upon  the  amounts  necessarily  spent  in 
getting  the  business  upon  a  paying  basis.  If  the  return  were 
reckoned  only  upon  first  investment,  a  fair  return  could  never  be 
secured  on  the  amounts  expended  in  building  up  the  business  or 
on  the  amount  of  dividends  foregone  in  early  years.  Accordingly, 
it  has  been  held  that  some  allowance  should  be  made  on  account  of 
business  attached  to  the  property.  This  has  come  to  be  called 
"going  concern  value."  But  it  is  nothing  new.  Consideration  of 
the  business  attached  to  a  property  is  merely  consideration  of  the 
earning  power,  which  the  United  States  Supreme  Court  in  Smyth 
vs.  Ames  held  must  always  be  taken  into  consideration  and  given 
such  weight  as  is  "just  and  right  in  each  ease." 

It  would  seem  that  the  weight  which  it  is  just  and  right  should  be 
given  to  the  earning  power  of  property  in  any  given  ease,  or  to 
the  amount  of  business  attached  to  the  property  which  gives  it  that 
earning  power,  may  depend  very  largely  upon  what  it  has  cost 
the  owners  of  that  property  to  produce  that  business  or  earning 
power. 
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Many  decisions  give  support  to  this  view.     .     .     . 

The  decision  then  cites  holdings  of  the  "Wisconsin,  and  New  York 
Commissions  and  courts  m  important  valuation  cases  and  comes  to 
this  conclusion. 

It  will  be  noted  that  in  all  these  cases  the  justification  for  the  allow- 
ance of  an  item  for  going  concern  value  is  found  in  the  early  losses 
and  expenses  incident  to  building  up  the  business,  including  re- 
turns not  received  upon  investment  in  early  years. 

We  believe  that  there  is  no  constitutional  rule  nor  any  equitable 
reason  requiring  an  appraisal  of  the  entire  expense  of  building  up 
all  of  the  business  connected  with  a  utility  property,  in  a  valua- 
tion of  the  same,  upon  a  strict  reproductive  cost  basis,  but  that 
much  weight  should  be  given  to  the  amount  which  the  building 
up  of  such  business,  in  the  way  it  has  actually  been  built,  has  actu- 
ally cost  the  owners  of  the  property,  either  in  money  originally 
invested  by  them  or  in  returns  not  received  upon  their  investment 
in  early  years  .  .  .  but  where  such  costs  cannot  be  ascertained, 
we  think  that  nothing  is  to  be  gained  by  setting  up  an  item  as- 
sumed to  represent  the  same,  whether  that  item  has  been  reached 
by  a  computation  based  upon  assumptions  as  to  the  cost  in  early 
years  and  the  rapidity  with  which  the  business  was  built  up,  or 
upon  a  computation  based  upon  an  assumed  relation  between  the 
cost  of  building  up  business  and  the  cost  of  plant  structures, — 
matters  having  no  apparent  relationship  to  each  other.  In  such 
case  the  general  financial  history  of  the  property  so  far  as  known, 
its  earning  power  under  reasonable  rates,  the  amount  of  business 
which  it  does,  the  operating  charges  and  other  pertinent  facts 
should  all  be  considered,  and  a  final  value  fixed  upon  the  entire 
property,  not  as  upon  a  collection  of  dead  units,  but  as  upon  a 
going  concern  doing  the  business  which  in  the  particular  case  it 
appears  that  it  does.     .     .     . 

We  should  hesitate  to  hold  that  the  efficiency  of  trained  employees, 
who  are  free  at  any  time  to  seek  other  employment,  can  be  capital- 
ized and  added  to  the  value  of  a  utility  property,  either  for  the 
purpose  of  swelling  the  transfer  price  or  increasing  the  measure  of 
a  fair  return.     .     .     . 

36 — Depreciation. 

It  is  argued  that  it  is  impossible  to  keep,  and  would  not  be  good 
management  to  attempt  to  keep,  plants  in  an  undepreciated  con- 
dition ;  that  so  long  as  they  are  kept  in  first  class  operating  condi- 
tion they  are  as  useful  to  the  public  as  new  plants;  and  that  they 
ought,  therefore,  to  be  considered  of  the  same  value  ■  that  inasmuch 
as. the  full  first  value  must  be  invested,  the  depreciation,  so  long 
as  it  has  not  reached  the  point  requiring  repairs,  should  be  con- 
sidered a  necessary  expenditure  incident  to  the  establishment  of 
the  business,  and  should  be  regarded  as  an  investment. 


Rate     Research  71 


This  argument,  as  one  of  general  application,  does  not  impress  us. 
Depreciation  ordinarily  is  an  expense,  not  of  establishing,  but  of 
continuing  the  business.  It  should  be  taken  care  of  by  such  res- 
ervation out  of  earnings  as  will  permit  the  repair  or  replacement 
of  depreciated  units  when  necessary.  In  determining  the  rates  to 
be  collected  allowance  must  always  be  made  for  depreciation  as 
well  as  for  return  upon  investment,  since  depreciation  is  as  certain 
to  occur  as  any  other  operating  expense. 

To  allow  the  utility  to  pay  out  in  dividends  the  full  net  earnings, 
making  no  reservation  for  depreciation,  and  to  continue  to  earn  a 
rate  based  upon  the  first  cost  of  the  property  involved,  would  be 
like  allowing  interest  upon  the  amount  of  one's  original  investment 
in  a  bank  regardless  of  withdrawals. 

The  reservation  of  a  depreciation  fund  does  not  ordinarily  require 
the  withdrawal  of  any  funds  from  actual  investment  in  utility  prop- 
erty. Our  statute  provides  that  such  fund  ''may  be  expended  in 
new  construction,  extensions  or  additions  to  the  property. "... 

We  do  not  hold  that  the  full  amount  of  depreciation  should  in  every 
case  be  deducted  from  the  cost  of  reproduction.  It  is  merely  one 
of  the  facts  to  be  considered  in  making  a  finding  of  fair  value.  .  .  . 


NEW  YORK  (2nd  D.) 

31 — Valuation. 

Complaint  of  the  Buffalo  Gas  Company  vs.  the  City  of  Buffalo, 
Asking  for  a  Determination  of  a  Reasonable  Rate  for  Gas  Furnished 
the  City.     Decision  of  the  New  York  Public  Service  Commissiox 
(2nd*D.)  Establishing  a  Rate  of  90  ceats.     February  4,  1914. 

The  contract  between  the  city  and  the  company  naming  the  rate  for 
gas  famished  the  city,  expired  July  1,  1907.  Since  that  time  the 
parties  have  been  unable  to  agree  upon  a  rate  for  such  service.  The 
company  claims  that  a  reasonable  price  is  95  cents  per  thousand  cubic 
feet  and  the  city,  not  more  than  60  cents  per  thousand  cubic  feet. 
As  the  result  of  certain  litigations,  payment  was  made  for  all  gas  fur- 
nished since  the  expiration  of  the  contract  at  70  cents,  accepted  by 
the  company  without  prejudice  to  the  recovery  of  a  greater  sum  after 
proper  proceedings.  The  company  asks  that  a  rate  of  95  cents  be 
authorized  and  further  that  reparation  on  basis  of  this  rate  be  ordered 
for  gas  furnished  during  the  period  of  dispute.  The  Commission  finds 
that  a  rate  of  90  cents  is  reasonable,  but  holds  that  it  has  no  power 
to  fix  the  price  for  gas  furnished  prior  to  this  determination.  The 
rate  to  private  consumers  is  not  involved  in  this  proceeding. 

Purchase  of  the  property  of  other  companies  has  resulted  in  acquisi- 
tion of  property  poorly  adapted  to  its  present  use  or  of  no  use  to 
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the  utility.  Under  these  circumstances  the  question  arises  of  what 
weight  can  be  given  original  cost  and  reproduction  new  cost  in  deter- 
mining a  proper  basis  for  rate  making.  Another  factor  to  be  con- 
sidered in  fixing  the  price  is  the  present  competition  of  natural  gas. 

The  Commission's  holdings  on  various  points  are  as  follows: 

311 — Basis  of  Valuation. 

A  general  criticism  is  given  of  the  methods  of  determining  valuation 

for  rate  making  purposes. 

The  principal  method  which  is  employed  at  the  present  time,  and 
which  seems  to  be  gaining  favor  rapidly,  is  what  is  known  as  the 
cost  of  reproduction  new  theory ;  the  one  upon  which  this  case  has 
been  tried.  Others  are  the  original  cost  theory,  the  cost  of  dupli- 
cating the  service  theory,  and  what  has  been  termed  the  continuous 
property  theory.     .     .     . 

Summarizing  the  conclusions  on  valuation  the  Commission  says  the 
value  of  this  property  must  be  fixed  like  that  of  any  other,  "as  a 
matter  of  judgment  and  not  as  a  matter  of  mathematical  deduction." 

The  assigning  in  this  case  of  the  proper  weight  to  original  cost, 
cost  of  reproduction  new,  effect  of  competition,  and  the  like,  is 
an  act  of  judgment  and  nothing  more. 

If  the  time  the  determination  is  made  happens  to  be  at  or  near  the 
time  the  plant  is  put  in  operation,  the  investment  or  original  cost 
may  be  the  predominant  faetor.  If  the  time  of  determination  is 
remote  from  the  time  of  investment,  the  factor  of  appreciation  or 
diminution  in  values  arising  from  changes  in  costs  of  labor  and 
materials  may  enter  largely  into  the  result.  If  the  plant  is  un- 
reasonably disproportionate  in  size  to  the  service  required  of  it, 
the  cost  of  reproduction  new  can  not  be  the  sole  test.  If  the  actual 
investment  has  been  reckless  and  extravagant,  the  owners  should 
bear  the  loss  and  not  the  public.  If  the  general  scale  of  prices  and 
values  in  the  community  has  been  increased  or  diminished  since 
the  plant  was  built,  the  owners  may  be  fairly  called  upon  to  share 
the  general  diminution ;  and  on  the  other  hand,  may  justly  demand 
a  share  in  the  general  appreciation  to  which  the  existence  of  their 
property  has,  it  may  fairly  be  assumed,  contributed  at  least  its  pro- 
portionate share.     .     .     . 

311.1— Original  Cost. 

It  would  seem  that  the  fair  return  should  be  based  upon  the  money 
put  into  the  plant:  that  is  to  say,  the  original  cost.  In  the  case  of 
many  existing  plants,  however,  there  is  no  practical  way  of  ascertain- 
ing the  original  cost  with  accuracy.  This  is  true  in  the  present  case 
and,  moreover,  much  of  the  original  plant  has  been  destroyed  and 
parts  of  the  constituent  properties  of  the  present  plant  are  in  disuse. 
Certain  properties  were  acquired  in  order  to  protect  the  company 
from  competition  at  a  purchase  price  above  actual  value. 
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This  brings  us  directly  to  the  question  whether,  when  cut-throat 
competition  is  threatened  to  a  company,  it  has  a  right  to  protect 
itself  against  such  competition  and  charge  the  expense  of  such 
protection  up  to  the  public. 

It  is  clear  that  the  public  should  be  required  to  pay  a  return  only 
upon  a  plant  which  is  suited  and  adapted  to  its  needs,  with  of 
course,  a  reasonable  allowance  for  future  expansion  and  growth. 

311.2 — Reproduction  Cost  New. 

The  cost  of  reproduction  new  depends  upon  a  large  number  of 
uncertain  and  variable  factors.  It  depends  upon  the  efficiency  of 
labor,  the  cost  of  materials,  the  wisdom  and  judgment  of  the  super- 
intendents, weather  conditions  obtaining  during  the  process  of  con- 
struction, unforeseen  delays  from  accidents  which  may  and  will 
arise  in  every  case,  and  upon  special  conditions  which  can  not  be 
known  or  foreseen  in  large  numbers  of  cases.  One  special  condi- 
tion which  it  is  impossible  to  determine  in  this  case  is  the  character 
of  the  soil  in  which  pipes  must  be  laid. 

Estimates  of  engineers,  estimates  of  contractors,  and  actual  experi- 
ence afford  no  criterion  by  which  the  cost  of  reproduction  new  can 
be  determined  in  many  cases,  since  none  of  them  can  possibly 
take  into  consideration  all  of  the  factors  which  would  influence 
such  cost. 

The  third  objection  to  the  cost  of  reproduction  new  is  that  it  calls 
for  the  reproduction  of  an  article  which,  it  might  be  said,  nobody 
would  ever  reproduce.  It  would  demand  the  valuing  of  obsolescent 
machinery  and  appliances.  .  .  .  New  inventions  and  new  im- 
provements makes  it  possible  ...  to  produce  a  plant  which 
would  render  precisely  the  same  service  at  one-half  the  cost  which 
wTould  be  required  to  reproduce  new  a  plant  which  would  duplicate 
the  existing  plant.     .     .     . 

The  cost  of  duplicating  the  service  and  not  of  reproducing  the 
plant  is  the  fair  test  of  value. 

Another  consideration  against  the  application  of  this  theory  is  that 
it  requires  the  use  of  certain  percentages  for  engineering,  superin- 
tendence, and  the  like,  which  are  purely  theoretical  as  applied  to 
the  existing  plant  for  the  reason  that  they  were  never  incurred 
by  the  Company.     .     .     . 

313— Prices. 

Another  element  to  be  considered  is  the  variation  in  the  cost  of  ma- 
terials. To  adhere  to  the  cost  of  reproduction  new  would  require  a 
constant  juggling  of  prices  to  correspond  to  great  variations  in  cost 
of  materials.  Considerable  discussion  was  given  the  importance  of 
obtaining  proper  unit  prices  in  determining  cost  of  reproduction  new. 
It  was  pointed  out  that  wide  variation  in  estimated  value  would 
result  from  slight  differences  in  unit  prices  and  that  the  inability 
of  engineers  to  agree  upon  unit  prices  even  in  the  simpler  construe- 
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tion  work  makes  the  question  of  reproduction  new  value  little  better 
than  a  guess.  It  is  also  shown  that  the  use  of  five  year  averages 
secures  no  more  satisfactory  results.  Various  tables  illustrating  dis- 
agreement in  unit  prices  are  included  in  the  decision. 

311.6 — Earning  Value. 

There  is  another  element  which  really  determines  the  value  of 
property  when  it  is  properly  considered  as  a  ratio  of  exchange, 
and  it  is  impossible  to  consider  value  anything  else.  That  element 
is  earning  power.  Generally  and  broadly  speaking,  in  the  case 
of  all  properties  which  are  used  in  producing  a  service  which  is 
sold,  the  value  of  the  property  depends  upon  the  value  of  the  serv- 
ice, and  not  the  value  of  the  service  upon  the  value  of  the  prop- 
erty. A  prospective  purchase  of  a  gas  plant  would  give  nothing  for 
it  except  because  of  its  earning  power,  present  and  prospective.  .  .  . 
If  this  consideration  is  valid,  we  must  unquestionably  in  this  case 
take  into  consideration,  in  fixing  the  value  of  the  plant,  the  exist- 
ence of  the  electric  light  and  natural  gas  competition.     .     .     . 

312.9 — Paving  Over  Mains. 

The  Company  is  seeking  to  establish  the  sum  of  $1,101,564  as  a 
part  of  the  present  reproduction  cost  of  its  physical  property  by 
reason  of  the  fact  that  since  its  mains  were  laid  pavement  has  been 
placed  over  them,  and  that  if  the  mains  were  to  be  laid  now  it 
would  cost  that  sum  to  cut  and  replace  the  pavement  over  the 
mains,  although  in  fact  the  Company  incurred  no  such  ex- 
pense.    ... 

We  consider  that  the  clear  weight  of  reason  and  equity  is  against 
the  allowance  of  any  sum  whatever  by  reason  of  such  re-paving 
as  a  basis  of  increasing  the  rate  which  is  to  be  paid  for  gas.     .     .     . 

314.3— Bond   Discounts. 

In  authorizing  stock  and  bonds  for  the  construction  of  a  new  plant 
a  reasonable  amount  for  the  cost  of  capital  is  allowed  by  the  way 
of  discount  on  bonds,  by  this  Commission.  It  is  also  true  that 
under  the  rules  laid  down  in  the  uniform  system  of  accounts  pre- 
scribed by  the  Commission,  such  cost  of  capital  is  to  be  amortized 
from  earnings  during  the  term  of  the  bonds.  It  is  an  actual  ex- 
pense incurred  by  the  company  for  which  it  must  receive  a  re- 
turn. .  .  . 
315 — Intangibles. 

Intangibles  are  expenses  properly  arid  necessarily  incurred  in  con- 
structing and  developing  the  property  and  its  business  upon  which 
it  is  legitimate  to  demand  a  return  from  the  public  but  for  which 
there  is  no  physical  object  to  show  as  the  direct  result  of  the  ex- 
penditure* .  .  . 
34— Rate  of  Return. 

■  Upon  this  question  of  rate  of  return  there  are  several  important 
but  conflicting  considerations.     First,  one  element  of  great  weight 


Rate     Research  75 


is  the  risk  involved  to  those  investing  in  the  business.  Clearly, 
the  greater  the  risk  the  greater  must  and  should  be  the  attractions 
offered  by  the  profits  to  be  gained.  Hence  it  is  elementary  in  these 
matters,  the. greater  the  risk  the  greater  should  be  the  return.  This 
principle  is  basic  in  business  operations.  On  the  other  hand,  when 
the  forces  of  competition  come  in  play  practically,  the  principle 
tends  to  be  negative.  If  the  price  is  made  commensurate  with  the 
risk  which  is  involved  because  of  the  competition  with  a  company 
which  has  the  advantage  of  a  less  cost  of  production  or  operation, 
such  greater  price  operates  to  throw  business  to  the  already  favored 
competitor,  and  the  result  tends  to  a  compulsory  lower  price  as  a 
necessity  in  the  effort  to  retain  existing  customers.  Again,  the 
public  has  never  undertaken  to  guarantee  a  fixed  return,  nor  in- 
deed any  return,  to  investors  in  a  public  service.  It  is  good  public 
policy  to  make  the  returns  in  such  a  service  as  secure  as  the  nature 
of  the  case  will  admit,  to  the  end  that  the  returns  may  be  reduced 
to  the  lowest  reasonable  point  and  thus  the  rate  be  as  low  as  is 
possibly  consistent  with  justice.  But  some  risks  the  investor  must 
always  take.  He  must  always  have  in  mind  the  competition  of 
a  new  and  superior  service  produced  at  a  less  cost  which  will  secure 
all  the  custom.     .     .     . 

NEW  JERSEY 

228.1 — Approval  of  Franchises. 

Petition  of  the  Millville  Gas  Light  Company  for  the  Approval  of 
an  Ordinance  Passed  by  the  Buena  Vista  Township.  Decision  of 
New  Jersey  Board  of  Public  Utility  Commissioners,  Objecting  to 
Certain  Provisions  Which  Seem  to  Imply  a  Limitation  to  the  Board's 
Powers.     June  23,  1913. 

The  ordinance  submitted  by  the  Millville  Gas  Light  Company  con- 
tains certain  provisions  in  regard  to  rates  and  service  and  the  Board 
has  withheld  its  approval  until  an  amendment  is  made  by  the  town- 
ship providing  that  nothing  in  the  ordinance  is  to  be  construed  as 
affecting  the  powers  and  duties  of  the  Board. 

In  the  Third  Annual  Report  of  the  New  Jersey  Board  of  Public 
Utility  Commissioners  (1912)  under  the  heading,  Approval  of  Fran- 
chises, the  Board  states  that  its  approval  will  be  withheld  of  all 
franchises  that  contain  provisions  relating  to  service  and  rates  which 
do  not  clearly  set  forth  that  such  provisions  are  not  to  operate  to 
limit  or  affect  the  power  of  the  Board. 

SOUTH  DAKOTA 

532 — Delayed  Payment  Penalty. 

Application  of  White  Telephone  Company  For  Permission  to  Charge 
Certain  Rates.  Opinion  of  the  Counsel  for  the  South  Dakota  Board 
of  Railroad  Commissioners.    July  9,  1913.    . 
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In  regard  to  the  applicant's  request  for  permission  to  charge  a  collec- 
tion fee  of  twenty-five  cents  per  month  in  case  payment  is  not  made 
by  a  certain  day  of  the  month,  counsel  for  the  Board  says : 

No  cases  have  even  been  upheld  where  a  rate  has  been  quoted  with 
a  provision  that  a  collection  fee  be  charged  if  the  rates  be  not  paid 
by  a  certain  date  or  in  advance.  I  do  not  think  such  a  rate  can 
be  sustained  under  the  statute,  and  recommend  its  disapproval.  .  .  . 

In  the  following  decisions  a  penalty  for  delayed  payment  is  authorized. 

Application  of  the  Platteville  Rewey  and  Ellenboro  Telephone  Com- 
pany, decided  Oct.  4,  1912,  by  the  Wisconsin  Railroad  Commission. 

Application  of  the  Peoples  Telephone  Company,  decided  March  11. 
1913,  by  the  Wisconsin  Railroad  Commission. 

Application  of  the  Grant  County  Telephone  Company,  decided  June 

12,  1913,  by  the  Wisconsin  Railroad  Commission. 
Grenville  L.  Smith  et  al  v.  Cass  County  Home  Telephone  Company. 

decided  March  6,  1913,  by  the  Michigan  Railroad  Commission. 

Amplication  of  the  Pacific  Telephone  and  Telegraph  Company,  decided 
June  6,  1913,  by  the  California  Railroad  Commission. 

Rate  Resolution  No.  9  passed  May  16,  1913,  by  the  Board  of  Public 
Utilities  of  the  City  of  Los  Angeles,  California. 


^ 


253—     COMMISSION  REPORTS  OF  DECISIONS 

Opinions  and  Decisions  of  the  Wisconsin  Railroad  Commission. 
Vol.  9,  March  13,  1913,  to  August  22,  1912.    673  pages. 

The  Milwaukee  electric  rates  case,  reported  in  2  Rate  Research  175, 
is  contained  in  this  volume,  p.  541.  Other  electric  cases  are  as  fol- 
lows : 

Page 

Bruce  Water  and  Light  Commission 474 

Classification  of  moving  picture,  arc  and  elimination  of  discrimina- 
tion in  favor  of  consumers  who  own  their  meters. 
(See  2  Rate  Research  116.) 

Chippewa  Valley  Railway  Light  and  Power  Company 305 

Application  for  authority  to  establish  meter  rates  for  all  consum- 
ers.   Granted. 

Chippewa  Valley  Railway  Light  and  Power  Company 500 

Rate  for  flaming  arc  lamps. 

Rhinelander  Lighting  Company 406 

Company  ordered  to  install  meters  and  to  put  in  effect  rate 
schedule  fixed  by  Commission. 
(See  2  Rate  Research  152.) 

Clifton  Light  and  Power  Company 222 

General  improvement  in  the  plant  ordered  and  company  re- 
quired to  comply  with  rules  and  regulations  relating  to  standards 
and  quality  of  service. 
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Village  of  Whitehall 479 

Increase  in  electric  rates.     Granted. 
(See  2  Rate  Research  116.) 

AVaupaca  Electric  Light  and  Railway  Company 310 

Rehearing  denied;  former  holding  that  company  had  substanti- 
ally complied  with  its  street  lighting  contract  with  the  City  of 
Waupaca  (see  2  Rate  Reseach  28)  sustained. 

Other  cases  in  valuation  and  rate  making  are : 

Shehoygan  Gas  Light  Company 439 

City  of  Eau  Claire  Water  Rates 134 

Plymouth  Telephone  Exchange 169 

Mineral  Point  Telephone  Company 285 

268—  PUBLIC  SERVICE  LAWS 

By  an  amendment  to  the  Railroad  Commission  Act  of  1897,  approved 
April  3,  1913,  the  Tennessee  Railroad  Commission  has  been  given 
jurisdiction  over  express,  telephone,  and  telegraph  companies  in  all 
counties  of  the  state  having  a  population  of  less  than  190,000,  except- 
ing counties  having  a  population  of  between  85,000  and  90,000  by  the 
Federal  census  of  1910,  or  any  future  Federal  census.  (This  excepts 
Hamilton  County,  in  which  Chattanooga  is  situated.) 

COURT   DECISIONS 

WASHINGTON 

81 — Municipal  Regulation  of  Utilities. 

Seattle  Electric  Co.  v.  City  of  Seattle  et  al.  Suit  to  Enjoin  an 
Ordinance  Lowering  Street  Railway  Rates,  and  to  Recover  Damages 
for  Loss  of  Revenue  Due  to  Reduced  Fares.  Decision  of  the  District 
Court,  W.  D.,  Washington,  N.  D.,  Holding  that  the  City  Has  no 
Power  to  Regulate  Rates;  but  Cannot  he  Sued  for  Damages  when  Act- 
ing in  its  Governmental  Capacity.    August  15,  1913.    206  Federal  955. 

The  City  of  Seattle  passed  an  ordinance  on  October  30,  1911,  providing 
that  street  car  tickets  be  sold  at  a  price  of  twenty-five  for  one  dollar, 
or  six  for  twenty-five  cents.  The  company,  whose  charter  provided 
only  for  commutation  tickets  entitling  the  purchaser  to  twenty-five 
rides  for  one  dollar,  brought  suit  on  the  grounds  of  breach  of  contract ; 
and  further  sought  to  recover  damages  to  the  sum  of  $5,000  per  month, 
this  being,  it  alleged,  the  amount  it  had  lost  through  the  reduction  of 
fares.  The  following  paragraphs  give  the  important  points  of  the  de- 
cision : 

22— General  Powers  of  Commissions. 

The  provisions  of  the  Public  Service  Commission  law  are  in  my 
opinion  utterly  inconsistent  with  the  existence  in  one  of  the  lnunici- 
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palities  of  the  state  of  the  power  to  enact  an  ordinance  such  as  the 
one  in  question.     .     .     . 

If  the  plaintiff  in  this  case  obeys  the  ordinance  in  question,  it 
violates  the  law  of  the  state,  because  the  charges  made  are  less  than 
those  fixed  by  the  schedule  on  file ;  and  if  it  obeys  the  law  of  the 
state,  it  violates  the  city  ordinance.  Such  a  conflict  of  authority 
is  not  to  be  tolerated.  For  these  reasons  I  am  satisfied  that  the 
act  of  the  municipality  in  enacting  the  ordinance  in  question  was 
ultra  vires,  and  that  the  ordinance  itself  is  null  and  void. 

243.6 — Penalties. 

For  acts  done  by  them  [municipalities]  in  their  public  or  govern- 
mental capacity,  and  in  discharge  of  the  duties  imposed  upon  them 
for  the  public  good,  they  partake  of  the  state 's  immunity  from  suit 
and  incur  no  liability  to  persons  who  may  be  affected  or  injured 
by  their  acts. 

REFERENCES 

RATES 

623— Load  Factor. 

Load  Factor,  by  A.  S.  Loizeaux.  A  Paper  Presented  before  the  Asso- 
ciation of  Edison  Illuminating  Companies  at  its  1913  Convention, 
Cooperstown,  N.  Y.  Baltimore  Gas  and  Electric  Neivs,  8  pages, 
October,  1913,  p.  443. 

This  gives  a  clear  and  concise  discussion  of  the  importance  of  careful,  constant 
study  of  the  load  factor;  of  the  meaning  and  use  of  the  term;  and  the  methods  by 
which  it  is  computed.  The  suggestion  is  made  that  the  meaning  of  the  term  "load 
factor",  as  used  in  a  general  sense,  without  qualification,  be  recognized  to  mean 
the  ratio  between  the  average  load  for  one  year,  beginning  with  July  1,  to  the 
maximum  load  for  one  hour  occurring  during  that  period;  and  that,  in  cases  where 
it  is  necessary  to  depart  from  these  proposed  standards,  both  the  interval  of 
average  and  maximum  load  be  stated.  The  following  are  suggested  as  the  requi- 
sites to  improving  the  load  factor:  the  designing  of  rate  schedules  to  attract  power 
load,  especially  twenty-four  hour  load;  prospective  business  in  industrial  or  other 
power  load;  an  adequate  industrial  engineering  department;  and  adequate  plant 
and  equipment  and  facilities  for  special  service  to  serve  customers  satisfactorily. 
There  is  a  description  of  the  work  done  by  the  industrial  engineering  department 
of  the  Baltimore  Company,  and  the  special  service  rendered  to  new  customers. 
The  article  is  accompanied  by  various  curves  and  tables. 

72 — Rate  Schedules. 

Fare  Changes  in  British  Columbia.     Electric  Railway  Journal,  %  page, 

October  25,  1913,  p.  950. 

This  gives  a  statement  made  by  R.  H.  Sperling,  general  manager  of  the  British 
Columbia  Electric  Railway,  Vancouver,  B.  C,  in  regard  to  fare  changes,  which 
went  into  effect  September  18.  It  is  said  that  increase  in  wages  has  on  the  whole 
kept  up  with  the  increase  in  the  cost  of  general  commodities.  No  such  compen- 
sation, however,  has  come  to  the  Company.  Consequently  the  margin  between 
operating  cost  and  revenue  earned  has  been  decreasing,  until  the  return  on  the  in- 
vestment is  no  longer  sufficient  to  attract  new  capital  for  extensions  and  improve- 
ments, and  to  furnish  a  reasonable  profit  on  the  investment.  The  change  con- 
sists in  the  abolishing  of  commutation  rates,  with  the  exception  of  those  for  work- 
ingmen. 
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PUBLIC  SERVICE  REGULATION 

261— Public  Service  Bills. 

Some  Aspects  of  the  Model  Public  Utility  Bill,  by  William  D. 
Kerr.     Electric  Railway  Journal,  2  pages,  October  17,  1913,  p.  868. 

This  discusses  the  circumstances  under  which  the  investigation  of  public  service 
regulation  by  the  National  Civic  Federation  was  undertaken;  the  personnel  of 
the  council  appointed  to  carry  out  the  work;  and  the  general  progress  of  the  in- 
vestigation. Mention  is  made  of  various  happy  results,  which,  it  is  to  be  hoped, 
the  model  bill  will  bring  about;  namely,  good  effect  upon  future  state  legislation, 
and  good  effect  in  showing  to  the  public  the  sincerity  of  the  public  service  in- 
dustries in  their  expressed  desire  for  proper  regulation  of  public  utilities.  The 
suggestion  is  made  that  the  council  should  be  continued,  after  the  work  on 
the  bill  is  completed,  in  order  that  various  other  important  matters  may  be  taken 
up;  for  instance,  the  organization  of  facts  with  the  avowed  purpose  of  strengthen- 
ing the  administration  of  regulating  laws  and  of  opposing  unwise  and  destructive 
theories  and  tendencies. 

2 — Public  Service  Regulation. 

Present  Tendency  of  Public  Utility  Laws  and  Regulations,  by 
Frank  Hedley.  Abstract  of  an  Address  before  the  American  Electric 
Railway  Association,  Atlantic  City,  N.  J.,  October  13-17,  1913.  Electric 
Railway  Journal,  1  page,  October  17,  1913,  p.  860. 

This  states  that  the  present  tendency  of  public  utility  regulation  is  toward  a 
spirit  of  cooperation,  and  away  from  the  earlier  idea  that  the  railroad  company 
has  no  side  to  present  in  a  public  service  question,  and  is  to  be  forced  into  sub- 
mission by  legislative  coercion  or  similar  methods.  The  trend  of  the  regulation 
by  the  New  York  Commission  for  the  First  District  is  outlined  from  the  days  of 
the  formation  of  the  Commission,  when  public  and  press  were  demanding  radical 
and  impossible  things  from  the  railroads,  to  the  present,  when  questions  are 
often  solved  by  conference  and  mutual  investigation.  Mention  is  made  of  the  fact 
that  the  existence  of  commissions  with  ample  power  to  regulate,  is  of  great  assist- 
ance in  defeating  demagogic  bills,  violently  opposed  to  corporation  rights,  which 
are  introduced  into  the  legislature  for  political  effect.  Mention  is  made  of  the 
good  results  obtained  from  the  commission's  regulation  of  accounts,  stocks  and 
bonds,  etc. 

231 — Companies'  Proceedure. 

Practice  before  Public  Service  Commissions,  by  William  M.  Wherry, 
Jr.  An  Address  Delivered  September  23,  1913,  at  the  Convention  of 
the  Indiana  Electric  Light  Association. 

This  states  that  the  object  of  the  Commission,  as  it  sits  in  its  judicial  capacity, 
will  be  to  solve  problems  relating  to  public  service,  by  applying  economic  princi- 
ples, in  such  a  way  as  to  do  justice.  In  the  solution  of  economic  questions  presented 
to  the  Commission,  there  is  really  no  conflict  of  interests  between  the  interest 
of  the  consumer,  and  the  interest  of  those  who  put  the  money  into  the  enterprise; 
for  the  investor  is  dependent  on  the  consumer  for  the  sale  of  its  service  and  for  the 
return  which  pays  the  interest  on  the  investment,  and  the  consumer  is  dependent 
upon  the  investor  for  the  capital  requisite  to  develop  the  service  which  he  de- 
mands. Many  of  the  questions  of  justice  will  arise  from  the  fact  that  economic 
theory  has  not  been  worked  out  in  the  past  and  to-day  is  still  in  process  of  develop- 
ment. In  the  early  days,  companies  were  allowed  to  issue  securities  as  they 
chose,  except  for  certain  constitutional  requirements;  but  after  thirty  years,  the 
policy  has  been  changed.  It  will  be  the  height  of  injustice  to-day  to  go  back  into 
the  past  and  apply  the  same  rule  as  to  securities  which  were  issued  under  the  old 
policy,  and  which  are  now  existing  in  the  hands  of  innocent  holders,  that  must  be 
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applied  to  securities  issued  under  the  new  policy.  Commissions  should  not  try 
to  solve  all  problems  in  a  moment,  but  should  allow  for  a  preparatory  period,  in 
order  that  an  undue  burden  could  not  be  put  upon  the  business  done  by  the  public 
utilities,  and  the  service  they  render  the  public. 

MUNICIPALITIES 

81 — Municipal  Regulation  of  Utilities. 

The   Essentials   of   Street  Railway   Regulation  in  Cleveland. 

Pamphlet,  21  pages.     July,  1912. 

This  is  issued  by  the  office  of  the  City  Street  Railroad  Commissioner,  Cleveland, 
and  includes  a  digest  of  the  chief  provisions  of  the  regulating  ordinance  (No. 
16238-A,  as  amended  by  No.  20890-B),  the  summarized  monthly  reports  of  the 
Cleveland  Railway  Company  from  March,  1910,  to  February,  1912,  inclusive,  and 
a  description  of  the  system  by  which  the  street  railroad  commissioner  maintains 
control  over  the  expenditures  cf  the  company.  Section  VIII,  treating  of  the  rate 
of  fare,  provides  a  schedule  of  possible  charges  ranging  from  (a)  a  4  cent  cash  fare, 
7  tickets  for  25  cents,  1  cent  transfer,  no  rebate,  to  (j)  2  cent  cash  fare,  1  cent  trans- 
fer, 1  cent  rebate.  Rate  "e"  (3  cent  cash  fare,  1  cent  transfer,  no  rebate)  went 
into  effect  with  the  beginning  of  the  grant  (March  1,  1910),  with  the  provision, 
that  it  should  remain  in  force  for  eight  months;  that  if  at  the  end  of  that  time  the 
"interest  fund"  (a  fund  used  as  a  gauge  to  determine  the  rate  of  fare,  and  includ- 
ing all  earnings  from  every  source,  above  operating  and  maintenance  and  renewal 
allowances)  should  be  less  than  $500,000  (the  original  amount)  by  less  than  $200,000 
the  next  higher  rate  should  go  into  force;  that  if  the  interest  fund  should  be  more 
than  $500,000  by  $200,000  the  next  lower  rate  should  become  effective.  Rate  "e" 
was  in  effect  from  March  1,  1910,  to  June  1,  1911,  at  which  time  the  interest  fund 
had  exceeded  $700,000.  Rate  "f",  flat  three-cent  fare,  has  since  been  in  effect. 
The  final  deficit  in  February,  1912,  was  $120,287.94.  The  system  by  which  the 
city  controls  expenditures  consists  of  daily  checks  of  all  requisitions,  etc.,  before 
purchase  is  made.  The  action  of  the  Arbitration  Board  in  this  case  is  referred 
to  in  3  Rate  Research  208  and  224,  and  4  Rate  Research  64. 

81 — Municipal  Regulation  of  Utilities. 

The  Cleveland  Franchise  is  not  a  Solution.  Editorial,  Electric  Rail- 
way Journal,  1  page,  October  25,  1913,  p.  918. 

This  considers  briefly  the  different  reasons  given  by  Mr.  Duffy,  in  his  paper  on 
the  economics  of  the  Cleveland  Railway  situation  (see  4  Rate  Research  64),  for 
the  failure  of  the  Cleveland  franchise  plan.  It  is  said  that  the  real  difficulty  is 
that,  in  the  changing  political  conditions  of  the  times,  the  original  broad  purpose 
of  the  ordinance  has  been  lost  sight  of;  that  while  the  original  intent  was  that  fares 
should  be  at  cost,  that  the  capital  value  should  be  protected,  and  that  a  fair  re- 
turn should  be  afforded,  the  city  officials  of  Cleveland  seem  to  think  that  the  one 
definite  motive  of  the  ordinance  was  to  provide  three-cent  fares,  and  that  al!  other 
provisions  "must  be  interpreted,  distorted,  shaped  or  changed  to  secure  that  end." 
It  is  stated  that  flexibility  was  made  possible  in  the  ordinance,  because,  by  that 
means  only,  could  the  arrangement  succeed. 

83 — Municipal  Ownership. 

Municipal  Ownership,   by  R.   B.   Mateer.     Journal  of  Electricity, 

Power  and  Gas,  1  page,  October  18,  1913,  p.  344. 

This  paper  suggests,  that  in  the  face  of  the  increasing  demand  for  municipal  owner- 
ship of  utilities,  investigation  should  be  made  as  to  the  reasons  for  its  existence 
The  most  flagrant  reasons  are  said  to  be  the  added  burden  arising  from  consoli- 
dations; from  excessive  charges;  from  manipulation  of  securities;  and  from  promo- 
tion piracy.  The  statement  is  made  that  municipal  ownership  is  but  a  protest 
to  "the  abuse  of  public  confidence  by  those  whose  training  and  affiliations  should 
benefit,  not  destroy." 
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For  statement   of   facts  and  opinions   contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


RATES 

72 — Rate  Schedules. 

The  Narragansett  Electric  Lighting  Company,  of  Providence, 
Khode  Island,  has  recently  put  into  effect  in  its  territory  a  rate  in- 
tended to  encourage  long  hour  use  of  electricity  for  lighting  purposes. 
This  rate  is  as  follows : 

LIGHTING  RATE  C. 
Character  of  Service. 

This  rate  is  for  customers  signing  a  one  year's  contract  for  a  demand  of  *4  kilo- 
watt or  over.     Current  may  be  used  for  all  purposes. 

Rate. 


Service  Charge 

Current  Charge 

Demand  in 

per 

Kilowatt  of  Maxi- 

per  Kilowatt 

Kilowatts. 

mum  Demand  per  year. 

hour. 

%-  10 

$120.00 

$  .01 

10     -  25 

96.00 

.01 

25     -   50 

72.00 

.009 

50     -100 

48.00 

.009 

100      -200 

30.00 

.008 

200  and  over 

24.00 

.008 

Discounts. 

The  above  rates  are 

net. 

Service  Charge. 

One-twelfth  (1/12)  of  the  Animal  Service  Charge  shall  be  due  and  payable 
monthly. 

The  Company  may  at  its  option  supply  current  under  this  rate  to  customers 
whose  demand  is  V*  kilowatt  or  less  at  a  fixed  charge  per  week  or  month,  in 
which  case  the  amount  of  the  charge  and  the  hours  in  which  current  may  be 
used  shall  be  specified  in  the  contract. 

The  Company  reserves  the  right  at  any  time  to  install  time  switches,  watt- 
hour  meters,  maximum  demand  meters  or  excess  indicators  or  other  instruments 
or  devices  to  enforce  the  conditions  of  this  contract. 

Lamp  Renewals. 

No  lamp  will  be  furnished  free  either  for  first  installation  or  renewals. 

Term  of  Contract. 
One  year  or  over. 


Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Meters. 

Under  the  above  rate  the  Company  will  install  one  or  more  initial  meters  at  its 
option.  All  other  meters  will  be  installed  upon  request  of  the  customer  at  a 
rental  charge  of  50  cents  per  month  per  meter. 

Time  Switches. 

Time  switches  furnished  under  this  rate  at  a  rental  charge  of  50  cents  per  month 
per  switch. 

COMMISSION  DECISIONS 
WISCONSIN 

132 — Protection  from  Competition. 

Investigation  by  the  Wisconsin  Railroad  Commission,  on  its  own 
Motion,  of  the  Rates,  Rules  and  Regulations  of  the  Oconto  Electric 
Company  and  the  Peoples  Land  and  Manufacturing  Company. 
Opinion  and  Decision  of  the  Commission,  September  27,  1913. 

Active  competition  has  existed  for  several  years  between  the  Oconto 
Electric  Company  and  the  Peoples  Land  and  Manufacturing  Com- 
pany, for  the  electric  utility  business  in  Oconto,  Wisconsin.  The 
companies  have  failed  to  come  to  any  agreement  for  the  sale  or  con- 
solidation of  the  concerns.  When  the  Oconto  company  was  organ- 
ized, both  companies  had  a  15  cents  per  kilowatt-hour  rate  for  resi- 
dence lighting  and  10  cents  per  kilowatt-hour  rate  for  business  light- 
ing. A  series  of  reductions  in  rates  brought  the  maximum  rate  for 
residence  lighting  to  7  cents,  and  for  business  lighting  to  5  cents,  per 
kilowatt-hour.  The  Oconto  Electric  Company  further  reduced  the 
rate  to  4  cents  per  kilowatt-hour  for  service  to  saloons  and  hotels. 
This  reduction  was  not  met  by  the  competitor. 

Failure  of  competition  to  satisfactorily  regulate  public  utility  rates 
is  now  generally  known.  The  economic  conditions  that  arise  and 
the  eventual  effect  on  consumers  and  investors  are  set  forth  in 
other  opinions  of  the  Commission.  (See  in  re  T.  M.  E.  R.  &  L. 
Co.  et  al.,  9  W.  R,  C.  R.  544,  554,  561.)  [Reported  in  2  Rate  Re- 
search 175.]     .     .     . 

In  the  present  case  duplication  of  equipment  and  cost  is  apparent. 
The  unusually  low  cost  of  operation  and  the  high  degree  of  satura- 
tion due  to  low  rates  and  efforts  to  obtain  all  possible  business  has 
helped  the  companies  to  withstand  the  sharp  contest.  The  companies 
are  now  receiving  little  or  no  return  upon  investment. 

An  investigation  was  made  of  the  value  of  the  properties  and  the 
operating  revenues  and  expenses.  In  discussing  whether  full  allow- 
ance could  be  made  for  losses  on  account  of  developing  and  retaining 
business  under  competitive  conditions,  the  decision  says: 

The  unusually  low  cost  at  which  these  utilities  secure  their  power 
is  a  very  fortunate  circumstance  for,  while  the  Commission  could 
not  allow  a  normal  rate  of  return  on  all  the  money  put  into  the 
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business  because  of  duplication  in  equipment  and  other  losses,  it 
does  not  appear  improper  to  consider  the  saving  in  the  power  ac- 
count as  an  offsetting  factor  to  duplication  in  other  expenses  and 
in  equipment.     .     .    '. 

There  is  little  or  no  duplication  of  equipment  for  street  lighting. 

It  is  not  entirely  improbable,  therefore,  that  as  far  as  this  service 
is  concerned  the  utility  is  entitled  to  at  least  a  part  of  the  saving 
to  it  effected  by  the  very  advantageous  terms  upon  which  current 
is  secured.     .     .     . 

72— Rate  Schedules. 

The  schedule  of  rates  that  the  Commission  orders  is  not  intended 
to  greatly  increase  the  revenues  of  these  utilities.  Its  primary 
purpose  is  to  eliminate  unreasonable  discrimination  among  the 
several  classes  of .  consumers  and  to  end  unwarrantable  competi- 
tive reductions  of  rates.     .     .     . 

Both  companies  are  ordered  to  put  in  effect  the  following  schedule : 


COMMERCIAL  LIGHTING. 

Residences  and  Business. 

Rate — Energy  Charge. 

7  cents  gross  and  6  cents  net  per  kilowatt-hour  for  current  equal  to  or  less  than 
30  hours'  use  of  the  active  load  per  month. 

5  cents  gross  and  4  cents  net  per  kilowatt-hour  for  the  next  60  hours'  use  of  the 
active  load  per  month. 

3  cents  gross  and  2  cents  net  for  all  current  in  excess  of  90  hours'  use  of  the 
active  load  per  month. 

Service  Charge. 

$1.10  gross  and  $1.00  net  per  month  per  active  kilowatt  of  connected  load  as 
determined  in  accordance  with  the  provisions  herein. 

Minimum  Charge. 

$1.00  gross  and  $  .90  net  per  month. 

Determination  of  Demand. 

Class  A — Residences,  dwellings,  flats  and  private  rooming  houses,  60%  of  the  first 
500  watts  and  33y3%  of  all  over  500  watts  connected  for  these  consumers  shall 
be  deemed  active. 

Class  B' — All  consumers  not  enumerated  in  Classes  A  and  C.  In  this  class,  70% 
of  the  first  2.5  kilowatts  and  55%  of  all  additional  connected  load  shall  be  deemed 
active. 

Class  C — Public  and  parochial  schools,  churches,  lodge  halls,  hotels,  theaters,  mov- 
ing picture  shows,  libraries,  hospitals  and  municipal,  county  and  federal  build- 
ings.    In  this  class,  55%  of  the  connected  load  shall  be  deemed  active. 

Incidental  power  appliances,  such  as  flat  irons,  toasters  and  small  fans,  shall  not 
be  considered  in  determining  the  active  load,  when  on  the  same  meter  with  com- 
mercial lighting. 
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POWER. 
Rate — Energy  Charge. 

2.5  cents  gross  and  2.0  cents  net  for  current  equal  to  or  less  than  25  kilowatt- 
hours  per  month  active  horse  power  connected. 

2.0  cents  gross  and  1.5  cents  net  for  all  current  in  excess  of  that  amount. 

Service  Charge. 

$1.00  gross  and  $  .75  net  per  active  horse  power  per  month. 

Minimum  Charge 

$1.00  gross  and  $  .90  net  per  month. 

Determination  of  Demand. 

First         10  horse  power  connected  90%  active 
Next          20       "          "  "  75%      " 

30       "  "  "  60%      " 

All  over  60       "  "  "  50%      " 

Discount. 

The  difference  between  the  gross  and  net  rates  shall  constitute  a  discount  for 
prompt  payment  of  bills. 

Reconnection  Charge 

The  charge  for  reconnection  of  service  for  the  same  consumer  on  the  same  prem- 
ises shall  be  $1.00. 

Wiring  and  Fixtures. 

Wiring  and  fixtures  and  material  or  service  of  a  similar  nature  shall  be  charged 
for  at  not  less  than  cost. 

Lamp  Renewals. 

Carbon  and  metallized  filament  lamps  only  shall  be  renewed,  free  of  charge  when 
unbroken. 

Each  company  shall  file  with  the  Commission,  for  its  approval,  a  schedule  of 
prices  at  which  lamps  will  be  sold. 

82 — State  Regulation  of  Municipal  Utilities. 

Application  of  the  City  of  Sparta  for  Authority  to  Increase  and 
Readjust  its  Water  Rates.  Decision  of  the  Wisconsin  Railroad  Com- 
mission, Establishing  Rates  and  Practices.     September  13,  1913. 

The  proper  business  relation  which  should  exist  between  the  city  and 
its  water  utility  is  discussed  in  this  decision,  and  the  holdings  apply 
to  any  municipal  plant  as  well  as  to  the  water  utility  in  the  present 
case.  The  decision  points  out  that  the  utility  should  be  considered 
as  an  enterprise  separate  and  distinct  from  the  municipality  and  that 
all  accounts  should  be  kept  accordingly.  The  practices  outlined  places 
a  municipal  plant  upon  practically  the  same  basis  as  a  privately  owned 
plant  except  in  regard  to  interest  charges.  Three  important  consider- 
ations are  discussed. 

1.  In  order  to  avoid  discrimination  between  taxpayers  and  consum- 
ers the  city  must  pay  the  utility  at  a  reasonable  rate  for  all  service 
rendered  the  city,  and  the  rate  to  private  consumers  must  cover  the 
cost  of  the  service  to  such  consumers. 


Rate     Research  87 


2.  The  utility  must  pay  the  city  a  reasonable  amount  as  taxes  and 
interest  on  the  city  equity  in  the  property  of  the  utility. 

Interest  is  one  of  the  elements  in  the  cost  of  furnishing  service. 
Unless  the  city  is  paid  a  reasonable  amount  for  interest  the  rates 
for  private  users  will  be  lower  than  the  actual  cost  of  serving  them, 
and  taxes  will  have  eventually  to  be  increased  to  make  up  the 
deficit.  This  would  result  in  discrimination  against  taxpayers  in 
favor  of  private  consumers.  A  reasonable  amount  should  also  be 
paid  by  the  utility  for  taxes  if  discriminations  in  favor  of  private 
consumers  are  to  be  entirely  eliminated.     .     .     . 

In  considering  the  interest  which  the  city  is  entitled  to  earn  the 
question  arises  whether  this  interest  should  be  computed  upon  the 
entire  amount  of  city  equity  in  the  property  of  the  utility.  The 
city  equity  of  a  municipal  utility  may  be  composed  of  several  ele- 
ments including  outstanding  city  bonds  issued  for  utility  purposes, 
cash  transfers  from  the  general  funds  of  the  city  to  the  utility  fund 
to  cover  capital  expenditures,  and  that  element  resulting  from  the 
appreciation  of  the  plant  value  and  the  reinvestments  of  profits 
from  operation.  The  purpose  of  municipal  ownership  appears  to 
be  to  furnish  service  to  consumers  at  cost  without  inflicting  unjust 
burdens  on  either  the  consumers  of  the  service  or  the  taxpayers. 
The  execution  of  this  purpose  requires  revenue  sufficient  to  cover 
the  operating  expenses  together  with  a  reasonable  amount  for  de- 
preciation, taxes  and  interest  on  at  least  those  elements  of  the  city 
equity  which  result  from  the  sale  of  bonds  and  from  cash  transfers 
from  the  general  funds  of  the  city  for  capital  expenditures. 
Whether  or  not  the  element  in  city  equity  resulting  from  the  ap- 
preciation of  plant  value  and  the  reinvestment  of  profits  from 
operation  should  also  be  included  in  the  amount  of  city  equity 
upon  which  interest  is  to  be  earned  is  largely  a  matter  of  local 
policy  and  should  be  decided  in  the  light  of  local  conditions.  If 
the  city  so  desires,  it  appears  that  it  should  be  allowed  to  earn  on 
the  entire  amount  of  city  equity. 

3.  The  city  must  provide  all  funds  for  capital  expenditures,  such 
as  new  extensions,  retirement  of  bonds,  etc. 

New  extensions  and  improvements  to  the  extent  that  they  add  to 
the  original  value  of  the  plant  should  be  provided  for  directly 
from  the  general  fund  of  the  city.     .     .     . 

In  case  bonds  have  been  sold  to  secure  funds  for  extensions,  the 
retirement  of  the  bonds  would  logically  be  cared  for  by  the  city, 
out  of  the  general  fund  of  the  city.     .     .     . 

36 — Depreciation. 

In  the  present  case,  amounts  which  should  ordinarily  be  set  aside 
each  year  to  cover  depreciation  have  been  used  for  capital  expend- 
itures. 

It  is  not  usually  necessary  for  any  utility  to  keep  the  offsetting 
assets  to   care   for   depreciation   requirements   in   actual   cash  on 
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hand.  The  assets  for  this  purpose  may  be  represented  in  plant,  in 
current  assets,  in  cash,  or  in  a  combination  of  the  three.     .     .     . 

The  investment  in  this  manner  can  be  considered  merely  tempo- 
rary, however,  and  when  the  time  arrives  when  replacements  are 
necessary  and  actual  cash  is  needed  for  this  purpose,  the  amount  of 
cash  required  for  such  replacements  must  be  provided  by  the  city 
and  the  city  equity  increased  proportionately. 


OKLAHOMA 

22 — General  Powers  of  Commission. 

The  Mellon  Company  vs.  Oklahoma  Publishing  Company.  Com- 
plaint Alleging  Discrimination  Between  Advertisers  in  the  Newspaper 
The  Oklahoman.  Decision  of  Oklahoma  Corporation  Commission, 
Holding  that  the  Commission  has  Jurisdiction  in  the  Matter  and  that 
if  the  Suggestions  Given  are  not  Acted  Upon,  a  Definite  Order  Will 
be  Issued.    May  28,  1913. 

Commenting  upon  the  importance  of  advertising  to  the  success  of  any 
business,  the  decision  says  that  it  is  within  the  power  of  a  newspaper 
like  The  Oklahoman  to  say  who  can  do  business  in  the  city  by  adver- 
tising for  one  business  concern  and  refusing  to  advertise  for  others 
in  the  same  line  of  business.  The  Oklahoman  has  an  absolute  mo- 
nopoly of  the  Sunday  advertising  and  all  morning  advertising  in) 
Oklahoma  City. 

We   must   concede   therefore   that   the    Commission   has   jurisdic- 
tion.    .     .     . 

This  decision  is  interesting  showing  as  it  does  that  public  service  com- 
missions are  already  attempting  to  extend  their  jurisdiction  to  quasi- 
public  enterprises. 

NEBRASKA 

31 — Valuation. 

Application  of  the  Lincoln  Telephone  and  Telegraph  Company  for 
Permission  to  Consolidate  the  Telephone  Lines  in  Lincoln,  Nebraska, 
and  to  Increase  Rates.  Dissenting  Opinion  of  Commissioner  T.  L. 
Hall  of  the  Nebraska  State  Railway  Commission.    August  30, 1913. 

The  decision  of  the  Commission  from  which  Commissioner  Hall 
dissents,  is  given  in  3  Rate  Research,  313  and  340.  He  charges 
the  Commission  with  negligence  in  that  it  has  failed  to  require 
detailed  reports  of  the  properties  of  the  various  utilities  under  its 
jurisdiction,  has  authorized  issues  of  securities  on  the  statement 
of  the  companies  without  a  careful  checking  of  value  represented 
as  a  basis  for  such  issues  and,  furthermore,  has  not  required  a 
careful    showing    by    the    company    desiring  to   issue  securities,    of 
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the  purpose  of  those  issues,  and  has  not  required  proper  vouchers 
showing  that  expenditures  have  been  made  as  intended.  Various 
illustrations  are  given  of  security  issues  authorized  by  the  commission, 
including  one  for  the  applicant  in  the  present  case  which  now  becomes 
a  factor  in  rate  making. 

Not  having  previously  obtained  the  necessary  information  and  not 
being  able  to  determine  actual  facts  at  the  hearing,  the  commission 
was  forced  to  fall  back  upon  the  estimates  of  the  commission's  engi- 
neers. But,  it  is  contended,  such  estimates  were  not  carefully  checked 
with  available  facts.  Objection  is  taken  to  the  allowance  for  overhead 
charges  and  it  is  pointed  out  that  22.6  per  cent  was  the  actual  allow- 
ance instead  of  the  17.2  per  cent  found  by  the  commission  to  be 
reasonable.  Allowance  for  various  items  such  as,  organization  ex- 
penses, insurance,  taxes  and  interest  during  construction,  engineering 
and  superintendence,  and  the  allowance  of  5%  for  omissions,  were 
thought  to  be  excessive. 

Illustrations  are  given  to  show  that  the  unit  prices  used  by  the  engi- 
neers results  in  values  something  over  28  per  cent  higher  than  the 
values  named  in  the  companies'  sworn  statements  to  the  commission 
and  obtain  an  excessive  value  in  the  present  case. 

It  is  also  argued  that  the  estimate  of  operating  expenses  is  greatly  in 
excess  of  a  reasonable  estimate. 

In  regard  to  the  rate  of  return  the  opinion  states : 

The  Commission  has  allowed  the  applicant  7  per  cent,  interest  as 
a  net  return  to  the  stockholder  and  with  this  I  would  have  no 
criticism  to  make  if  the  company  were  delivering  first-class  com- 
mercial service  to  its  patrons  .  .  .  [It]  seems  but  reasonable  that 
the  rate  of  return  to  the  investors  should  vary  somewhat  with  the 
quality  of  service  rendered. 

CALIFORNIA 

226— Service. 

City  of  Glendale  v.  Title  Guarantee  and  Trust  Company.  Com- 
plaint Re  Charges  for  "Water  Connections.  Decision  of  the  California 
Railroad  Commission  Determining  that  the  Commission  Has  Juris- 
diction over  Charges  made  for  Service  Connections  by  "Water  Com- 
panies in  Cities  of  the  Sixth  Class.    April  28,  1913. 

The  Commission  has  held  that  such  cities  have  jurisdiction  to  fix 
rates  for  water  furnished,  but  that  the  Commission  has  jurisdiction, 
among  other  things,  over  the  service  and  extensions  of  service. 

The  sole  question,  therefore,  before  the  Commission  at  this  time  is 
whether  or  not  a  charge  made  for  a  service  connection  is  a  rate,  or 
part  of  a  rate,  or  .is  a  matter  of  service  or  extension  of  service. 

This  matter  is  not  free  from  doubt.     It  may  be  argued  that  the 
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charge  made  for  a  service  connection  is  part  of  a  rate,  because  it  is 
a  sum  of  money  paid  to  the  company  as  a  compensation  for  obtain- 
ing service,  or  that  such  a  charge  is  included  in  the  jurisdiction  of 
the  city  over  rates  because  it  will  tend  to  increase  rates,  if  this  ex- 
pense be  borne  by  the  company  and  added  to  capital  on  which  the 
consumer  must  pay  a  rate  sufficient  to  provide  a  reasonable  return 
on  the  investment  of  the  company. 

This  line  of  reasoning  could  be  extended  so  that  every  act  of  a  cor- 
poration resulting  in  the  expenditure  of  money  and  affecting  the 
rates  to  be  charged  consumers  for  utility  service,  would  be  under 
the  jurisdiction  of  the  city,  thus  ousting  this  Commission  of  all 
jurisdiction  over  utility  corporations  in  incorporated  cities  and 
towns  of  the  state. 

By  giving  the  term  "rates"  its  usual  definition  and  meaning,  we 
will  confine  it  to  the  compensation  paid  at  regular  intervals  to  the 
utility  corporations  for  the  production  of  service.  The  definition 
of  service  then  will  include  connections  and  the  charge  therefor. 


NEW  YORK  (1st  D.) 

786 — Tests  and  Accuracy  of  Meters. 

Specifications  for  Watt-Hour  Meters.  Decision  of  the  New  York 
Public  Service  Commission  (1st  D.),  September  30,  1913. 

The  decision  says  that  the  progress  of  the  art  of  manufacturing  watt- 
hour  meters  has  been  very  rapid  during  the  past  four  years  and  the 
requirements  and  specifications  prescribed  in  the  Commission's  order 
of  June  25,  1909,  governing . the  acceptance  tests  as  to  such  meters 
may  now  be  revised  and  made  more  stringent,  In  working  out  the 
new  rules  and  regulations,  the  joint  meter  committee  of  the  Na- 
tional Electric  Light  Association  and  the  Association  of  the  Edison 
Illuminating  Companies  has  made  many  suggestions  that  have  been 
of  great  value  and  assistance.  Extended  use  has  also  been  made  of 
the  meter  codes  of  these  two  bodies.  All  meters  hereafter  sub- 
mitted for  the  approval  of  the  Commission  are  to  measure  up  to  these 
specifications. 

OREGON 

222.1 — Form  of  Accounts. 

Uniform  Classification  of  Accounts  for  Electric,  Gas  and  Water 
Utilities,  Adopted  by  the  Oregon  Railroad  Commission,  June  16, 
1913,  130  pages. 

This  circular  embraces  uniform  classification  of  accounts,  prescribed 
by  the  Commission  under  the  Public  Utility  Act,  for  electric,  gas  and 
water  utilities.  These  rules  are  to  be  followed  in  keeping  accounts  on 
and  after  July  1,  1913. 
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REFERENCES 
RATES 

4 — Rate  Theory. 

Monopoly  and  Rate  Discrimination.  Editorial,  Electrical  World, 
1  page,  October  25,  1913,  p.  826. 

This  is  a  discussion  of  the  legal  opinion  of  Louis  D.  Brandeis  on  "Central  Power 
Station  Rates,"'  published  in  -t  Kate  Research  35  and  51.  The  statement  is  made 
that  although  the  "statement  of  facts"  and  the  opinion  are  somewhat  confusing 
in  their  interpretation  of  well-known  conditions  in  the  electrical  industry,  there 
is  "enough  apparent  show  of  reasonableness  about  the  situation  which  they 
picture"  to  require  discussion.  The  securing  of  a  monopoly  for  some  electric 
service  company  in  a  city,  and  the  suppression  of  the  isolated  plant,  which  may 
eventually  duplicate  the  service  of  the  central  station,  are  held  to  be  economically 
necessary,  and  to  be  recognized  by  commissions  as  such.  Exception  is  taken 
to  Mr.  Brandeis's  statement  that  the  precise  questions  "have  not  been  authori- 
tatively decided  in  the  United  States,  but  the  principles  which  must  govern  are 
definitely  established.''  on  the  ground  that  they  have  been  "authoritatively  de- 
cided by  commissions  vested  with  broad  powers.''  Certain  railroad  rates  are 
pointed  out  as  analogous  to  electric  rates  based  on  the  value  of  service  theory. 
The  matter  is  summed  up  as  follows:  "When  all  of  the  facts  are  marshaled 
the  controlling  one  appears  to  be  that  the  production  of  energy  on  a  large  scale, 
with  resultant  cheapening  of  costs,  is  part  of  the  economic  march  of  progress. 
However  much  sympathy  we  feel  for  those  whose  plants  become  obsolescent 
because  of  improvement  in  the  art,  the  greatest  good  of  the  greatest  number 
should  be  the  dominating  consideration;  and  this  demands,  and  will  not  be 
denied,  those  conditions  which  produce  most  successfully  the  needed  economy 
and  perfection  of  service." 

224 — Rate  Regulation. 

Increase  in  Cleveland  Car  Fares  Predicted,  Editorial,  Public 
Service,  y2  PaSe>  November,  1913,  p.  147. 

This  gives  a  prediction  made  by  "Finance.",  a  Cleveland  financial  journal,  to 
the  effect  that  street  railway  fares  will  have  to  be  raised  on  March  1.  Figures 
are  given  to  show  that  the  interest  fund  will  be  less  than  $300,000  at  that  time,  and 
that  the  next  higher  rate  on  the  scale  will  therefore  go  into  effect.  This  rate 
will  be  a  three-cent  fare  with  a  penny  for  transfer,  instead  of  the  flat  three-cent 
rate  now  in  use.  The  statement  is  made  that,  with  careful  management,  this 
new  rate  should  be  sufficient,  since  the  extra  penny  for  transfer  will  probably 
bring  in  about  $500.00  added  revenue  per  year. 

122 — Just  and  Reasonable  Charges. 

Public  Service  Rate-Making,  by  Alexander  C.  Humphreys.  Article 
and  Editorial.  8  pages.  Journal  of  Electricity,  Power  and  Gas,  October 
25,  1913,  p.  367  and  p.  389. 

In  this  paper,  read  at  the  1913  Convention  of  the  Pacific  Coast  Gas  Association, 
Dr.  Humphreys  discusses  the  paper  by  Mr.  C.  L.  Cory,  "Reasonable  Gas  Rates 
and  their  Determination.''  delivered  at  the  1912  meeting  of  the  Pacific  Coast 
Gas  Association,  and  abstracted  in  2  Rate  Research  74.  Exception  is  taken 
especially  to  Mr.  Cory's  suggestion  that  sales  can  be  increased  40  per  cent  "with- 
out materially  increasing  the  investment  required,"  and  his  treatment  of  the 
valuation  of  utility  property.  The  conclusion  of  the  paper  consists  of  an  ab- 
stract of  Mr.  Humphreys'  paper  on  "Depreciation.  Estimated  and  Actual,"  ab- 
stracted in  3  Rate  Research  351,  and  a  summary  of  the  items  which  should 
enter  into  an  appraisal  of  a  gas  property.     The  discussion  by  Professor  Cory,  Mr. 
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E.  C.  Jones,  and  Mr.  W.  E.  Barrett,  is  included.  The  editorial  comments  on  the 
fact  that  a  scientific  statistical  estimate  of  depreciation  is  practically  impossible 
because  of  the  unceasing  change,  through  inventions,  etc.,  of  the  gas  and  elec- 
trical industries ;  and  on  the  difficulty  of  applying  the  same  laws  of  depreciation 
or  obsolescency  to  places  of  different  geographical  location.  The  statement  is 
made  that  public  utilities  should  be  permitted  to  carry  a  sufficiently  large  re- 
serve fund  to  eliminate  chance,  as  far  as  possible,  but  there  should  still  be  a 
theoretical  basis  for  determination  of  depreciation.  It  is  said  that  much  valu- 
able work  has  been  done  toward  this  end  by  Dr.  Humphreys. 

4 — Rate  Theory. 

A  Modified  Zone  System  of  Car  Fares,  Editorial,  Public  Service, 
y2  page,  November,  1913,  p.  145. 

This  quotes  the  suggestions  made  by  James  D.  Mortimer,  at  the  recent  meeting 
of  the  American  Electric  Railway  Association,  with  regard  to  methods  of  com- 
bating the  inadequacy  of  the  five-cent  street  car  fare.  The  statement  is  made 
that  the  conflict  between  the  fixed  rate  of  fare  and  the  increase  in  cost  of  pro- 
viding service,  was  never  fiercer  than  it  is  today;  that,  because  of  existing 
franchise  limitations,  the  only  step  to  take  is  to  stay  the  extension  of  the  dis- 
tance to  which  passengers  shall  be  hauled  for  a  single  fare.  It  is  recommended 
that  there  should  be  a  central  or  city  zone,  surrounded  by  mile  zones,  the 
charge  for  a  ride  across  each  of  which  would  be  2  cents  when  added  to  the 
city  fare. 

4 — Rate  Theory. 

The  Problem  of  Rates,  Editorial,  Electrical  Revieiv,  %  page,  No- 
vember 1,  1913,  p.  850. 

This  discusses  the  legal  opinion  of  Louis  D.  Brandeis  on  "Central  Station  Power 
Rates,"  given  in  4  Rate  Research  35  and  51.  It  is  said  that  the  general  tend- 
ency is  toward  the  cost  of  service  theory  of  rate-making,  and  that  this  must  be 
regarded  as  the  ultimate  practical  basis  as  well  as  the  logical  one  for  formulating 
schedules.  Difference  in  rates,  based  upon  such  elements  as  load  factor,  and  the 
time  of  the  day  and  season  of  the  year  when  consumption  takes  place  are  said 
to  be  justifiable;  and  the  fact  noted  that  the  hypothesis  on  which  the  whole 
argument  is  founded — that  is,  that  the  cost  of  serving  large  and  small  consumers 
ub  the  same — "may  be  one  which  does  not  correspond  to  any  actual  conditions  of 
service." 

4 — Rate  Theory. 

Rates  for  Electricity,  by  Percival  Robert  Moses.  Electrical 
World,  3  pages,  October  25,  1913,  p.  853. 

This  is  a  letter  to  the  editors  of  the  Electrical  World  criticizing  the  value  of  service 
theory  of  electric  rates.  The  statement  is  made  that  the  subject  of  rates  for  public 
utilities  is  in  a  state  of  chaos;  that  the  elaborate  sliding  scale  and  multiple-rate 
systems  of  electric  companies  require  "a  chart  and  a  slide  rule  for  the  computation 
of  a  bill";  that  hardly  two  electric  companies  have  the  same  schedule;  and  that 
the  difference  between  the  highest  and  lowest  rates  is  almost  incredible  and  is 
met  in  the  sale  of  no  other  public  utility.  It  is  said  that  no  attempt  has  ap- 
parently been  made  to  determine  the  cost  of  supplying  different  classes  of  service 
and,  generally  speaking,  rate-making  has  resolved  itself  into  each  company's 
getting  all  the  business  it  can,  without  knowledge  of  whether  it  is  really  profitable 
or  not,  and  charging  for  the  service  what  the  competitive  conditions  or  legis- 
lative regulation  will  allow  it  to  charge.  It  is  asserted  that  quantitative  dis- 
counts are  unjust;  that  since  all  items  of  expense  are  nearly  the  same  per  unit 
sold,  it  is  apparent  that  "there  could  be  possible  no  great  difference  in  the  sell- 
ing price  to  large  or  small  consumers  unless  the  selling  price  to  small  consum- 
ers was  excessively  high."     It  is  suggested  that  rates  should  be  fixed  by  deter- 
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mining  the  cost  of  supplying  as  nearly  as  possible  any  group  or  class  of  con- 
sumers, and  adding  a  reasonable  profit  to  this  cost.  Any  schedule  of  rates  based 
on  individual  maximum  demand,  which  does  not  take  into  account  the  diversity 
factor,  is  said  to  be  in  the  highesl  degree  discriminatory  and  unjust.  Such 
rates  should  be  based  on  actual  measurement  of  demand;  or  the  Public  Service 
Commissions  should  fix  the  rates  for  various  classes  of  consumers,  basing  them 
upon  hours  of  use.  diversity  factor  and  cost  of  metering  and  billing. 

61 — Character  of  Service. 

Inherent  Advantages  of  Central  Stations,  Electric  Railway  Jour- 
nal, %  page,  November  1,  1913,  p.  958. 

This  comments  on  the  paper  by  Mr.  P.  M.  Lincoln  on  the  Relation  of  Plant  Size 
to  Power  Cost  (See  4  Rate  Research  46).  The  advantage  of  the  electric  rail- 
way load  to  the  central  station  in  the  matter  of  diversity  of  load  is  mentioned. 
The  suggestion  is  made  that  if  the  electric  railway's  influence  really  produces 
an  inherently  large  reduction  in  the  cost  of  producing  electricity,  it  is  no  longer 
necessary  to  consider  the  question  of  purchased  versus  generated  power  from  any 
other  standpoint  than  that  of  price. 

623— Load  Factor. 

Review  of  Peak  Loads  on  Electric  Power  Plants,  by  Edward  P. 

Burch.    Electric  Traction,  3  pages,  September,  1913,  p.  524. 

This  is  a  consideration  of  the  cause,  reduction  and  economical  handling  of  peak 
loads,  with  the  object  in  view  of  preventing  unnecessary  expenditures  for  equip- 
ment and  reducing  the  losses  involved.  The  suggestion  is  made  that  infinitely 
larger  steam  plants  are  desirable;  that  larger  combinations  must  monopolize  the 
territory  selected,  and  that  they  should  be  under  the  control  and  protection  of  a 
well-organized  Interstate  Power  Commission.  The  statement  is  made  that  elec- 
tric power  plants,  with  extremely  large  loads  and  good  load  factors  as  a  leading 
characteristic,  require  the  utilization  of  a  high  degree  of  diversified  technical 
skill  and  ability,  to  combine  loads,  to  reduce  peak  loads,  to  carry  peak  loads 
efficiently,  to  decrease  the  cost  of  mistakes  in  capital  expenditure  and  to  min- 
imize the  chance  of  hazard  in  financial  operation. 

61 — Character  of  Service. 

Co-Operation  Between  Electric  Vehicle  Manufacturers  and  Cen- 
tral Stations,  by  E.  L.  Callahan.  Electrical  Review,  2y»  pages, 
November  1,  1913,  p.  859. 

This  considers  the  advantage  of  the  electric-vehicle  load  to  the  Central  Station, 
the  possibility  of  offering  lower  rates  for  vehicle-charging,  and  the  advisability  of 
central  stations'  engaging  actively  in  the  sale  of  electric  vehicles.  A  list  of  sug- 
gestions are  given  as  to  ways  in  which  central  stations  and  vehicle  manufacturers 
may  cooperate  to  their  mutual  profit. 

61— Character  of  Service. 

The  Merchant,  the  Central  Station  and  the  Electric  Truck,  by 
F.  Nelson  Carle.  Abstract  of  a  Paper  Read  Before  the  Electric 
Vehicle  Association  of  America,  October  27-28,  1913.  Electrical  Re- 
view, V4  page,  November  1.  1913,  p.  898. 

This  is  a  plea  for  cooperation  between  central  stations  and  electric  vehicle  manu- 
facturers. Indifference  on  the  part  of  the  central  station  in  this  matter  is  said 
to  be  short-sighted,  since  it  keeps  the  central  station  from  developing  a  most 
advantageous  load.  The  statement  is  made  that,  if  the  same  effort  were  ex- 
pended in  electrifying  the  work  of  the  10.000.000  city  horses,  that  is  spent  in 
going  after  the  isolated  plants,  merchant,  central  station,  and  vehicle  manufac- 
turer would  all  do  business  on  a  much  more  remunerative  basis. 
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INVESTMENT  AND  RETURN 

33 — Capitalization. 

Money — Its  Source  and  Wage,  Editorial,  Public  Service,  y2  page, 

November,  1913,  p.  146. 

This  points  out  the  injustice  of  the  argument  often  made  by  the  enemies  of 
public  service  corporations  in  the  West,  Middle  West  and  South,  that  it  is  un- 
fair that  profits  should  go  to  "foreign  capitalists."  Attention  is  drawn  to  the 
fact  that  it  is  very  difficult  to  get  local  capital  to  invest  in  such  undertakings: 
and  that  the  sale  of  municipal  bonds  for  school-buildings  and  other  such  public 
improvements,  to  eastern  capitalists,  is  taken  as  a  matter  of  course.  The  state- 
ment is  made  that  it  takes  a  long  time  for  the  people  of  any  community  to 
accumulate  a  surplus  for  outside  investment;  that  until  they  do,  foreign  capital 
is  a  vital  need  to  their  growth  and  prosperity. 

31 — Valuation. 

Physical  Valuation  :  Discussion  of  a  Paper  by  William  J.  Wilgus. 
Proceedings  of  the  American  Society  of  Civil  Engineers,  46  pages, 
Vol.  39,  No.  8,  October,  1913,  p.  1865^. 

This  is  the  third  installment  of  the  discussion  of  this  paper  which  was  published 
in  the  May  number  of  the  Proceedings.  It  includes  the  opinions  of  various  mem- 
bers of  the  A.  S.  C.  E.— Halbert  P.  Gillette,  J.  E.  Willoughby,  S.  Whinery,  F. 
Lavis,  William  W.  Crehore,  Alexander  C.  Humphreys,  and  J.  H.  Gandalpho — on 
various  points  in  the  theory  of  valuation,  the  scope  and  meaning  of  the  work 
undertaken  by  the  Interstate  Commerce  Commission,  and  the  wisdom  of  the 
measure. 

PUBLIC  SERVICE  REGULATION 

221.1— Stocks  and  Bonds. 

Security  for  Short    Loans,    Editorial,  Electrical   World,  November 

1,  1913,  p.  877. 

This  discusses  the  "general  memorandum"  issued  by  the  Board  of  Public  Utility 
Commissioners  of  New  Jersey  in  regard  to  the  practice  of  corporations  in  pledging 
bonds  as  collateral  security  for  short-time  loans,  the  effect  of  which  appears  to  be 
that  if  bonds  are  legally  useable  as  collateral  security  in  this  way,  such  use  consti- 
tutes a  formal  issue  under  the  statute,  and  therefore  requires  the  authorization 
of  the  board.  This  question  is  important  not  only  in  New  Jersey,  but  in  other 
sections  of  the  country  as  well,  since  there  is  a  remote  possibility  that  bonds 
issued  as  collateral  security  might  reach  the  public  market,  where  it  would  be 
assumed  that  they  had  been  formally  authorized  by  the  Commission.  When 
money  is  needed  suddenly,  the  machinery  of  the  Commission  should  not  hamper 
the  utility,  in  procuring  funds  to  provide  service.  This  might  be  avoided  if  all 
companies  could  secure  sanction  in  advance  for  the  issue  of  bonds,  and  then  hold 
them  in  the  treasury  for  emergency,  though  such  approval  in  advance  would  be 
hard  to  secure  since  commissions  cannot  well  sanction  issues  without  knowing  the 
purposes  for  which  the  proceeds  are  to  be  used.  An  alternative  is  for  the  utilities 
to  persuade  the  banks  to  take  their  short-time  notes  without  collateral  security. 

2 — Public  Service  Regulation. 

Why  I  Believe  in  State  Regulation  ok  Public  Skhvice  Utilities,  by 

Governor  R.  0.  Eberhart  of  Minnesota.     Public  Service,  2  pages. 

November,  1913,  p.  157. 

This  holds  the  requisites  of  successful  regulation   to  be    m    the  definite  fixing 
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of  responsibility  in  the  hands  of  as  few  men  as  possible,  who  arc  free  from 
bias  and  prejudice  and  not  personally  interested  in  results;  (2)  the  provision  of  the 
best  possible  expert  service  and  equipment;  and  (3)  continuity  <>f  service  of 
employees  and  promotions  under  the  merit  system.  The  advantages  of  com- 
mission control  of  securities,  service,  accounting,  etc.,  are  pointed  out.  It  is 
suggested  that,  even  in  case  of  home  rule  in  the  cities,  a  state  commission  is 
needed  to  act  as  arbitrator  in  case  of  disputes.  The  Wisconsin  law  is  said  to 
be  the  best.  The  statement  is  made  that  Minnesota  should  make  its  commission 
appointive  instead  of  elective:  that  two  more  commissioners  should  be  added 
making  five  in  all;  that  the  name  of  the  commission  should  be  changed  to  the 
"State  Public  Service  Commission"  and  that  this  commission  then  be  given  the 
regulation  of  all  public  utilities;  and  that  commissioners  should  be  appointed  at  a 
higher  salary  and  for  a  longer  term,  and  their  employees  placed  under  strict 
civil  service." 


MUNICIPALITIES 

83 — Municipal  Ownership. 

A  Utility  Commissioner's  View  of  Municipal  Ownership,  by  D.  W. 
Standrod.    Public  Service,  2  pages,  November,  1913,  p.  151. 

This  article,  by  Mr.  Standrod.  of  the  Idaho  Public  Utilities  Commission,  dis- 
cusses the  economics  of  municipal  ownership  and  the  question  of  why  it  is  not 
desirable.  Briefly  the  reasons  are  said  to  be  (1)  that  municipal  ownership  dis- 
courages individual  effort,  (2)  that  it  increases  the  army  of  public  officials,  (3) 
that  regulation  is  more  efficient,  (4)  that  the  public  debt  should  not  be  in- 
creased, and  (5)  that  tax  money  should  not  be  used  iir  industrial  speculations. 
The  statement  is  made  that  the  political  aspect  of  government  ownership  is 
more  to  be  reckoned  with  than  the  economic  one,  and  "there  lurk  within  it 
dangers  more  formidable  to  our  free  institutions  than  can  be  computed  in  dol- 
lars and  cents." 

831 — Purchase  by  Municipality. 

Proposed  Sale  of  Toronto  Utilities  to  the  City,  Electrical  World, 
1  page,  October  25,  1913,  p.  832. 

This  states  the  circumstances  under  which  the  present  transactions  concerning  the 
purchase  of  the  Toronto  Railway  Company  and  the  Toronto  Electric  Light  Com- 
pany by  the  city  arose,  discusses  the  valuation  of  the  two  sets  of  properties,  and 
jjives  an  abstract  of  the  report  on  the  electric  railways  by  Bion  J.  Arnold,  and 
John  W.  Moyes. 

83 — Municipal  Ownership. 

Report  of  an  Investigation  of  Municipal  Ownership  in  Cali- 
fornia, by  Charles  Remington.    Pamphlet,  68  pages. 

This  is  a  series  of  articles,  treating  of  municipal  ownership  in  the  various  cities 
in  California,  reprinted  from  the  San  Francisco  "Chronicle"  of  1912.  The  investi- 
gation reported,  was  undertaken  with  view  to  setting  forth  as  fully  and  as 
accurately  as  possible  facts  that  have  been  developed  by  the  experience  of  the 
municipally-owned  or  municipally-operated  utilities  of  the  state.  Each  article 
traces  the  history  of  the  project,  yives  the  financial  statements  of  the  company, 
and  draws  such  conclusions  as  are  patent.  The  introduction  sums  up  the  argu- 
ments usually  made,  in  any  discussion  of  the  question.  It  is  asserted  that  many 
of  these  have  no  bearing  on  the  economics  of  the  question,  but  lead  merely  to  an 
abstract  discussion  of  the  relative  merits  of  socialism  and  individualism:  and 
that  the  public  are  chiefly  interested  in  the  questions  of  efficiency  of  service,  and 
cost  of  operation. 
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COURT   DECISION   REFERENCES. 

115— Use  of  Public  Highways. 

Ex  Parte  Piatt.     Decision  of  the  Supreme  Court  of  Oklahoma,  July 

29,  1913.     134  Pacific  53. 

The  City  of  Oklahoma  City,  having  granted  a  franchise  to  a  street  railway  com- 
pany to  lay  tracks  on  a  certain  business  street,  later  issued  another  oidinance,  on 
the  grounds  of  public  safety  and  expediency,  making  it  unlawful  for  tracks  to  be 
laid  there.  The  Court  holds  that  the  Company's  franchise  right  must  yield  to 
"the  superior  rights  of  the  public  to  the  use  of  said  street  .  .  .  as  a  public 
thoroughfare." 

38— Taxation. 

Central  of  Georgia  Railway  Co.  v.  Freight,  Comptroller  General 
of  Georgia.  Decision  of  the  District  Court,  Northern  District 
of  Georgia,  March  18,  1913.     206  Federal  107. 

This  decision  holds  that  a  railroad,  having  leased  two  other  roads  for  101  years, 
each  having  in  its  charter  a  clause  limiting  its  taxation,  can  not  be  compelled  to 
pay  taxes  on  those  two  roads  as  its  property;  but  that  the  taxes  levied  against  the 
roads  must  be  in  accordance  with  the  provisions  of  their  charters. 

224— Rates. 

Delaware,  Lackawanna  &  Western  Railroad  Co.  v.  The  Board  of 
Public  Utility  Commissioners.  Decision  of  the  Court  of  Errors 
and  Appeals  of  New  Jersey,  June  18,  1913.     87  Atlantic  801. 

The  New  Jersey  Commission,  having  made  an  investigation  of  the  commutation 
rates  between  points  in  the  state  and  Jersey  City  or  Hoboken,  issued  an  order 
requiring  railroads  affording  intrastate  commutation  service  between  these  points, 
to  sell  tickets  for  all  such  service  designating  both  termini;  to  publish  the  rates, 
naming  both  termini  specifically;  and  to  file  schedules  with  the  Commission.  The 
Delaware,  Lackawanna  &  Western  Railroad  Co. ,  conceiving  that  this  order  was 
directed  at  in,  sued  out  a  writ  of  certiorari,  contending  (1)  that  the  Board's  juris- 
diction does  not  extend  to  the  making  of  such  an  order,  (2)  that  the  order  is  based 
on  an  erroneous  assumption  of  a  previously  existing  commutation  service  to  Jersey 
City  and  Hoboken  over  the  company's  road,  and  (3)  that  the  order  is  violative  of 
the  14th  amendment  of  the  Federal  Constitution,  because  it  requires  carriers  to 
establish  special  rates  for  the  service  therein  referred  to,  and  further  is  invalid 
because  it  interferes  with  interstate  commerce.  The  Court  holds  (1)  that  the 
Commission  has  authority  to  make  the  order,  (2)  that,  unless  the  company  comes 
under  the  scope  of  the  order,  the  order  does  not  apply  to  it,  and  (3)  that  the 
complaint  as  to  the  unconstitutionality  of  the  order  is  based  upon  a  manifest 
misunderstanding,  since  it  applies  to  rates  already  made,  and  does  not  establish 
rates. 

23 — Complaints. 

State  ex  rel.  Russell  v.  Public  Service  Commission  of  Washing- 
ton et  al.  Decision  of  the  Supreme  Court  of  Washington,  Septem- 
ber 23,  1913.    135  Pacific  244. 

This  holds  that  the  provision  in  the  Public  Service  Law,  providing  that  appeal 
from  a  Commission  decision  shall  he  to  the  circuit  court  of  the  county  in  which 
the  original  complaint  was  filed,  nut  to  the  court  in  which  the  conditions  leading 
to  the  complaint  existed. 


m 


Hi 


Vol.4 


November  12,  1913 


No.  7 


RATE 
RESEARCH 


B 


PUBLISHED  BY  THE 

RATE  RESEARCH  COMMITTEE 

OF  THE 

NATIONAL  ELECTRIC  LIGHT  ASSOCIATION 

120  WEST  ADAMS  STREET  -  -  -  CHICAGO 


m 


[Si 


Isi 


1  H£ 


fig 


Entered  as  second-class  matter  July  11,  1913,  at  the  post-office  at  Chicago,  Illinois,  under  the  Act  of  March  3,  1879 


NATIONAL    ELECTRIC    LIGHT    ASSOCIATION 

JOSEPHB.McCALL President 

JOHN  A.  BRITTON VICE-PRESIDENT 

HOLTON  H.  SCOTT Vice-President 

E.  W.  LLOYD Vice-President 

E.  C.  DEAL Vice-President 

T.  COMMERFORD  MARTIN  ....  SECRETARY 
S.  A.  SEW  ALL  .      .      .      .     Asst  to  the  Secretary 

W.  F.  WELLS Treasurer 

H.  BILLINGS  .  Ass*t  Secretary  and  Treasurer 
EVERETT  W.  BURDETT  .  .  .  General  Counsel 
GEO.  W.  ELLIOTT  .      .  Master  of  Transportation 

EXECUTIVE    COMMITTEE 

JOSEPH  B.  McCALL 

H.  CABELL  C.  E.  GROESBECK  FRANK   M.  TAIT  W.J.  GRAMRS 

JOHN   A.  BRITTON     E.W.LLOYD  A.WILLIAMS  H.  A.  HOLDREOE 

E.  C.  DEAL  R.  S.  ORR  W.  L.  BIRD  VAN  D.  RICKERT 

CHAS.  L.EDGAR         W.  N.  RYERSON  F.  B.  DREES  C.W.ROGERS 

W.  C.  L.  EGEIN  HOLTON  H.  SCOTT    A.  L.  DODD  A.  T.  THROOP 

A.C.EINSTEIN  C.A.STONE  W.  F.  GORENFLO  A.  F.  TOWNSEND 

T.  I.  JONES  W.  W.  FREEMAN 

RATE    RESEARCH    COMMITTEE 

E.  W.  LLOYD.  Chairman 
L.  H.  CONKLIN  W.  H.  JOHNSON 

A-AD.OX  iTtffl:* 

R.  S.  HALE  jr.  w.  SMITH 

M.  S.  HART  W.  H.  WINSLOW 

WILLIAM  J.  NORTON,  Secretary 

120   WEST  ADAMS    STREET         -  -         CHICAGO,   ILL. 


Rate  Research 


Issued  Erery  WEDNESDAY  by  the  RATE  RESEARCH  COMMITTEE 

120   WEST   ADAMS   STREET        -         CHICAGO 

TERMS    OF   SUBSCRIPTION: 

Three  Copies  to  One  Address,  $25.00  a  Year;   Payable  in  Advance. 

Additional  Copies,  $8.00  a  Year. 

Single  Copy,  $10.00  a  Year;    Payable  in  Advance. 

Make  Checks  and  Drafts  Payable  to  Secretary,  National  Electric  Light  Association, 
and  Address  all  Communications  to  120  West  Adams  Street,  Chicago,  111. 


COPTRIGHT,    1913,   BT   NATIONAL  ELECTRIC   LIGHT 

ASSOCIATION 

Chicago . . 

CONTENTS 
RATES                  

Page 
. ..     99 

..     99 

New  York 

RATES  PRESCRIBED  BY 

ORDINANCE 

102 
.     102 

Oklahoma 

.  .     103 

Wisconsin. .  . . 

.  ..  104 

Oklahoma 

COMMISSION  DECISIONS 

108 

...  108 

California 

PUBLIC  SERVICE  LAWS 

108 

...  108 

Rates 

REFERENCES 

109 
.  . .  109 

Investment  and 

Public  Service  Rf 
Municipalities . . 

Return                              .... 

...  109 

'gulation 

. ..  110 

. ..  Ill 

General 

...  Ill 

Court  Decision  B 

references 

. . .   112 

(98) 


Rate  Research 

Vol.  4  Chicago,  November  12,  1913  No.  7 


For  statement    of   facts  and  opinions   contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATES 

72 — Rate  Schedules. 

An  ordinance  has  been  proposed  by  the  Committee  on  Gas,  Oil  and 
Electric  Light  of  the  City  Council  of  Chicago  fixing  the  rates  to 
be  charged  by  the  Commonwealth  Edison  Company.  The  rates  pro- 
posed were  originally  suggested  by  the  city  electrician  in  his  report 
to  the  committee  (see  3  Rate  Research  118),  and  after  considerable 
negotiation  were  agreed  to  by  the  company,  so  that  the  measure  is  a 
contract  rather  than  a  mandatory  ordinance.  [Since  this  was  written 
the  Committee  has  failed  to  agree  on  this  ordinance,  and  city  regulation 
of  these  rates  may  fail].     The  rates  are  as  follows: 

LIGHTING. 
Rate. 

Effective  December  1,  1913. 

11  cents  per  kilowatt-hour  for  the  first  30  hours'  use  per  month  of  maximum 
demand. 

(i  cent-  per  kilowatt-hour  for  the  next  30  hours'  use  per  month  of  maximum 
demand. 

5  cents  per  kilowatt-hour  for  excess  use. 

Effective  March   1,   1914. 

1 1  cents  per  kilowatt-hour  for  the  first  30  hours'  use  per  month  of  maximum 
demand. 

(i  cents  per  kilowatt -hour  for  the  next  30  hours'  use  per  month  of  maximum 

demand. 

4  cents  per  kilowatt-hour  for  excess  use. 

Prompt  Payment  Discount. 

1   cent   per  kilowatt-hour  when  hills  are  paid  on  or  before  ten  days  after  their 
tlate. 

Minimum  Charge. 
None. 

Lamp  Renewals. 

Gem  filament  carbon  lamps  free. 

For  tungstens,  see  3  Rate  Reseabch  251. 


Editorial  Note.- — All  indented  matter  is  direct  quotation. 
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POWER. 

Effective  December  1,  1913. 


Rate. 

1 1   cents   per   kilowatt-hour   for   first   30   hours'  use   per  month  of  maximum 
demand. 

6  cents   per   kilowatt-hour   for  next  30   hours'   use   per  month   of  maximum 
demand. 

4   cents   per   kilowatt-hour   for   excess   use. 

Prompt  Payment  Discount. 

1  cent  per  kilowatt-hour  when  bills  are  paid  on  or  before  10  days  after  their 
dates. 


Minimum  Charge. 

50  cents  per  horse-power  per  month. 


RATES  FOR  CITY  USE. 
High  Tension  Service. 

A. 
Character  of  Service. 

12,000  volt,  3-phase,  60  cycle  energy,  to  be  delivered  to  the  main  terminal  sub- 
station located  at  31st  Street  and  Western  Avenue,  and  to  be  used  in  connection 
with  the  extention  of  the  lighting  system  of  the  city  of  Chicago. 

Rate. 

Demand  Charge. 

$1.25  per  kilowatt  per  month. 

Energy  Charge. 

$0,004  per  kilowatt-hour  for  energy  consumed  monthly. 

Monthly  maximum  demand:  the  greatest  number  of  kilowatt-hours  used 
during  any  60-minute  period  between  two  consecutive  clock  hours  during 
that  month. 

B. 
Character  of  Service. 

12,000  volt.  3-phase,  (iO-eycle  energy  to  lie  supplied  and  metered  at  the  high 
tension  side  of  any  substation  of  the  City  of  Chicago. 

Rate. 

Demand  Charge. 

$1,917  per  kilowatt  for  the  first  200  kilowatts. 
$1,417  per  kilowatt,  for  the  next  800  kilowatts. 
$1.25     per  kilowatt  for  over  1,000  kilowatts. 

Energy  Charge. 

2.5  cents  per  kilowatt-hour  for  the  first  5,000  kilowatt-hours  per  month. 
.75  cents  per  kilowatt-hour  for  the  next  95,000  kilowatt-hours  per  month. 
.55  cents  per  kilowat  I -hour  for  the  next  000,000  kilowatt-hours  per  month. 
.45  cents  per  kilowatt-hour  for  over         1.000,000  kilowatt-hours  per  month. 
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Substation  Service. 

Character  of  Service. 

Series  alternating  regulated  energy  of  a  potential  and  current  to  be  specified  by 
the  city,  at  substations  owned  and  maintained  by  the  company,  to  be  furnished 
to  distribution  circuits  owned  and  maintained  by  the  city. 

Rate. 

Demand  Charge. 

$2,333  per  kilowatt  for  the  first  200  kilowatts. 
$1,717  per  kilowatt  for  the  next  800  kilowatts. 
$1.55     per  kilowatt  for  over  1,000  kilowatts. 

Energy  Charge. 

2.57  cents  per  kilowatt-hour  for  the  first  5,000  kilowatt-hours  per  month. 
.82  cents  per  kilowatt-hour  for  the  next  35,000  kilowatt-hours  per  month. 
.80  cents  per  kilowatt-hour  for  the  next  (10,000  kilowatt-hours  per  month. 
.GO  cents  per  kilowatt-hour  for  the  next  900,000  kilowatt-hours  per  month. 
.50  cents  per  kilowatt-hour  for  over        1,000,000  kilowatt-hours  per  month. 

D. 

Subway  Lighting. 
Character  of  Service. 

Tungsten  incandescent  lighting,  or  its  equivalent  in  other  electrical  lighting,  in 
municipal  subways   (under  steam  railroad  elevations). 

Rate. 

Demand  Charge. 

$  6.00  per  year  per  lamp  of  25  watts. 

$  7.00  per  year  per  lamp  of  40  watts. 

$  9.00  per  year  per  lamp  of  60  watts. 

$13.00  per  year  per  lamp  of  100  watts. 

Energy  Charge. 

$  8.00  per  lamp  of  25  watts  for  24-hour  service. 
$10.00  per  lamp  of  40  watts  for  24-hour  service. 
$13.00  per  lamp  of  60  watts  for  24-hour  service. 
$19.00  per  lamp  of  100  watts  for  24-hour  service. 

Minimum  Charge. 

$30.00  per  year  per  subway. 

Lamp  Renewals. 

The  above  rate  includes  renewal  of  defective  or  burned  out  lamps,  switching  on 
and  off,  patrolling  and  cleaning  of  lamps  and  reflectors. 

E. 

General  Municipal  Lighting. 

Character  of  Service. 

Electricity  for  use  in  various  public  buildings,  to  be  furnished  from  the  regular 
distribution  circuits  of  the  company. 

Rate. 

3.5  cents  per  kilowatt-hour. 

F. 

Arc  Lights. 
Character  of  Service. 

Street  arc  lighting  service.   465-watt  flaming  arcs. 

Rate. 

$75  per  lamp  per  year,  dusk  to  dawn  every  night. 
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112.5—     RATES  PRESCRIBED  BY  ORDINANCE 

NEW  YORK 

Murray  v.  New  York  Telephone  Co.  Suit  to  Enjoin  the  Discon- 
necting of  a  Telephone  Because  of  Subscriber's  Refusal  to  Pay  a 
Charge  Greater  Than  That  Fixed  in  the  Company's  Franchise.  Deci- 
sion of  the  Supreme  Court  of  New  York,  Granting  the  Injunction, 
and  Ordering  the  Company  to  Furnish  the  Service  at  the  Contract 
Rate.     July.  1913,  143  N.  Y.  Sup.  534. 

This  decision  upholds  the  right  of  the  defendant,  a  physician  in  Syra* 
cuse,  New  York,  to  secure  telephone  service  at  the  rates  prescribed 
in  an  ordinance  made  when  the  art  of  telephoning  was  in  its  infancy, 
instead  of  at  the  increased  rate  now  generally  used  by  the  compar- 
and filed  with  the  Public  Service  Commission. 

The  company's  franchises  granted  in  1887  and  18f)7  provided  among 
other  things  that  the  service  furnished  should  be  of  the  most  modern 
and  approved  type,  and  that  the  charge  for  telephones  within  a  half- 
mile  radius  of  the  central  station  should  be  $48  per  year.  The  com- 
pany furnished  service  according  to  this  franchise,  using  at  first  the 
ground  circuit  system  of  telephonic  intercommunication.  Later  the 
return  ground  wire  system  was  installed,  and  finally,  in  1894.  the 
metallic  circuit  system,  the  company  charging  more  for  the  metallic 
circuit  lines  than  for  the  grounded  circuits.  In  spite  of  these  changes 
some  contracts  were  made  at  the  old  rate,  including  that  of  the  de- 
fendant, which  was  made  in  1905,  and  continued  in  force  till  Janu- 
ary, 1912,  when  he  was  informed  that  unless  he  thereafter  paid  $60 
per  year,  his  contract  would  he  terminated. 

This  decision  grants  a  permanent  injunction  holding  that  the  acts 
of  the  company  constitute  a  violation  of  its  franchise,  and  makes  the 
following  holdings  with  regard  to  various  points  made  in  defense 
by  the  company : 

.     The  power  [of  the  municipality]  to  exact  the  conditions  in 
question  is  undoubted.     .     .     . 

It  would  seem  to  be  entirely  clear  that  these  conditions  are  binding 
upon  the  defendant  as- the  successor  in  interest  of  the  Central  New 
York  Telephone  Company  [a  preceding  company  to  whom  the  fran- 
chises were  originally  granted]  and  that  for  a  refusal  to  abide  by 
the  terms  thereof  any  inhabitant  of  the  city  whose  interests  were 
affected  could  maintain  an  action  for  a  prohibitory  or  mandatory 
injunction. 

Nor  were  the  conditions  exacted  in  granting  said  franchises  at  all 
modified  or  released  by  the  action  of  defendant  in  tiling  with  the 
Public  Service  Commission  the  rate  of  $60  per  year  for  the  service 
which  is  demanded  by  plaintiff.  In  accepting  these  conditions  the 
defendant  incurred  contract  obligations  to  that  extent,  and  could 
not  on  its  own  initiative  avoid  those  obligations  by  filing  with  the 
Public  Service  Commission  a  contrary  rate. 
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224.2— Contracts. 

Nor  do  I  think  an  appeal  to  the  Public  Service  Commission  was  an 
exclusive  or  even  an  adequate  remedy  in  this  ease.  The  functions 
of  that  Commission  are  of  a  legislative  character,  and  their  duty 
when  complaint  is  made  as  to  rates  is  to  determine  the  reasonable- 
ness of  the  same  and  to  fix  the  amount  of  such  rates  upon  a  reason- 
able basis,  having  regard  to  just  and  fair  returns  for  the  property 
invested.  Public  Service  Commissions  Law  (Laws  1910,  c.  673), 
§97;  People  v.  Public  Service  Co.,  153  App.  Div.  130,  138  N.  Y. 
Supp.  434. 

The  rights  of  the  plaintiff  in  this  case  do  not  arise  out  of  the  failure 
of  defendant  to  adopt  reasonable  rates,  but  out  of  the  contract  obli- 
gation of  defendant,  which  neither  the  Public  Service  Commission 
nor  even  the  Legislature  itself  has  power  to  modify  or  restrict.  Nor 
do  I  find  that  the  Commission  has  anywhere  been  invested  with 
judicial  power  to  declare  and  enforce  contract  rights.  On  the  con- 
trary, the  act  itself  provides  that,  if  the  Commission  shall  be  of 
the  opinion  that  a  telephone  company  is  failing  or  omitting  to  do 
that  which  is  required  by  law,  it  shall  direct  an  action  to  be  brought 
in  the  Supreme  Court  to  prevent  such  violation  either  by  man- 
damus or  injunction.  That  the  Public  Service  Commission  would 
be  powerless  to  grant  relief  in  this  case  is  manifest  from  the  deci- 
sion in  Public  Service  Commission  v.  Westchester  St.  K.  K.  206 
N.  Y.  209,  99  N.  E.  5)56  (see  2  Rate  Research  184),  where  the 
Commission  itself  brought  an  action  to  restrain  the  violation  of  a 
contract  right  of  the  nature  of  the  one  now  before  the  court.  Being 
without  power  to  enforce  its  judgment,  except  by  appeal  to  the 
courts,  it  is  clear  that  a  proceeding  before  the  Public  Service  Com- 
mission would  not  furnish  an  adequate  remedy  at  law.  even  though 
the  Commission  had  jurisdiction  of  the  matter  in  question. 

The  question  as  to  whether  a  rate  fixed  by  franchise  is  unalterable 
and  binding  upon  the  utility  or  its  customers  has  been  decided  in  a 
number  of  important  cases.  In  some  instances  as  in  the  New  York 
Telephone  Company  case,  abstracted  above,  the  utility  has  made 
expensive  improvements  and  increased  the  cost  of  service  to  a  degree 
which  could  not  have  been  foreseen  at  the  time  the  contract  was  made. 
In  other  instances  a  more  favorable  rate  to  the  customer  would  be 
justifiable  than  that  fixed  by  franchise. 

OKLAHOMA 

The  defendant  company  in  a  case  before  the  Oklahoma  Corporation 
Commission  (Carson-Dodson  Alining  Company  v.  Quapaw  Gas  Com- 
pany 1912,  Fifth  Annual  Report,  p.  648,  649),  contended  that  the 
rate  for  gas  furnished  for  use  in  gas  engines  was  fixed  by  contrad 
and  therefore  beyond  the  jurisdiction  of  the  Commission.  The  Com- 
mission says : 

A  contract  made  prescribing  the  rate  of  charge  for  public  service 
for  any  given  length  of  time  is  against  public  policy,  and  would  not 
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be  enforced  by  the  courts  or  the  Commission.  In  cases  of  this  kind 
where  a  company  has  a  virtual  monopoly  or  the  public  must  go  to 
the  company  for  business  it  may  be  within  the  power  of  the  public 
service  owner  to  require  any  kind  of  a  contract  to  be  signed  that 
may  be  presented  to  the  user  of  the  public  service  utility.  Hence, 
such  contracts  if  unreasonable  should  not  and  would  not  be  en- 
forced. 

WISCONSIN 

The  Wisconsin  Railroad  Commission  has  changed  a  rate  fixed  by 
franchise  when  that  rate,  under  present  conditions,  works  an  injus- 
tice to  either  party,  and  such  action  has  been  upheld  in  the  Supreme 
Court  of  the  State. 

The  following  citations  are  given  to  show  the  position  of  the  Wiscon- 
sin Commission  in  this  matter: 

However,  we  take  the  position  that  under  the  Constitution  and  the 
Public  Utilities  Law  this  franchise  is  not  a  contract  which  binds 
the  city  of  Washburn  to  the  terms  of  that  franchise  for  all  time  to 
come  and  which  forever  prevents  a  central  state  commission  from 
making  an  order  in  violation  of  the  terms  of  such  franchise.  (City 
of  Washburn  v.  Washburn  Water  Works,  1910,  6  W.  R.  C.  R.  95.) 

The  power  of  the  Commission  to  vary  a  rate  fixed  in  a  special  fran- 
chise granted  by  a  municipality  to  a.  street  railway  company  has  been 
passed  upon  by  the  Supreme  Court  in  the.  case  of  the  City  of  Mani- 
towoc vs.  Manitowoc  &  Northern  Traction  Co.  (decided  Jan.  31,  1911). 
Mr.  Justice  Barnes,  speaking  for  the  court,  said,  concerning  the  stat- 
ute here  involved : 

"It  is  contended  that  this  law  has  superseded  the  contract  involved 
in  this  suit  and  that  therefore  the  contract  no  longer  has  any  bind- 
ing force  or  effect.  We  do  not  think  so.  The  statute  worked  no 
cbange  in  existing  rates.  It  simply  provided  that  all  rates  should 
be  reasonable,  and  left  to  the  Railroad  Commission  the  power  to 
determine  the  fact  as  to  whether  or  not  a  given  rate  was  reasonable. 
When  that  determination  was  reached  the  law  became  operative 
upon  the  particular  rate  called  in  question,  and  the  rate  arrived  at 
then  became  the  lawful  rate  and  continued  until  set  aside  in  the 
manner  provided  by  law.  The  Railroad  Commission  has  made  no 
determination  in  the  case  before  us;  at  least,  if  it  has,  it  is  no 
part  of  the  record.  Until  that  determination  is  made,  the  contract 
is  in  force.  When  it  is  made,  the  contract  is  superseded,  if  the  rate 
is  cbanged.  .  .  .  Usually  long  time  contracts  made  under  like 
conditions  operate  against  the  public  interests,  and  if  the  fare  pro- 
vided for  it  is  unreasonably  low,  the  Legislature  has  the  same  power 
over  it  that  it  would  have  if  it  were  unreasonably  high.  It  may 
also  be  that  adequate  service  cannot  be  given  at  the  rate  fixed  or 
that  conditions  have  so  changed  that  the  road  cannot  operate  unless 
rates  are  increased,  and  that  the  public  will  be  better  served  by  rais- 
ing the  rate  than  by  permitting  it  to  remain  where  it  is.    This  is  a 
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question  which  calls  for  the  exercise  of  legislative  policy  and  dis- 
cretion. The  court  cannot  relieve  the  defendant  from  an  improvi- 
dent contract,  but  the  contract  is  of  such  a  character  in  the  presen.1 
instance  that  the  legislative  branch  of  the  government  may,  in  the 
interest  of  the  public,  abrogate  it,  .  .  ."  (City  of  Neenah  v. 
Wis.  Tr.  Lt,  Ht.  &  P.  Co.  et  al.  1911,  6,  W.  K,  C.  R.  401.) 

Chief  Justice  Cassoday  said  in  the  case  of  the  City  of  Ashland  v. 
Wheeler,  88  Wis.  607,  616: 

"There  is  no  provision  in  the  statute  delegating  to  the  common 
council  of  the  city  the  power  to  alter  or  repeal  the  grant  of  such 
franchise,  though,  through  the  exercise  by  the  legislature  of  the 
reserve  power  in  Sec.  1,  Art.  XI.  of  the  Constitution,  it  might  alter 
or  repeal  it  at  will. ' ' 

The  state  has  thus  preserved  in  its  Constitution  the  right  to  amend, 
alter  or  repeal  any  franchise  granted  by  the  state  or  by  any  munici- 
pality. It  is  the  general  rule  that  where  such  reserved  power  exists 
and  the  legislature  passes  a  general  act  upon  any  subject  which  is 
in  conflict  with  the  provisions  of  any  franchise  but  does  not  affect 
vested  rights  or  alter  corporate  purposes,  such  general  law  operates 
as  an  amendment  of  such  franchise.  All  laws  regulating  public  service 
corporations  by  commissions  have  been  usually  sustained  upon  this 
ground,  where  such  reserved  power  exists.  Of  course,  vested  inter- 
ests can  not  be  divested,  nor  can  the  purposes  of  the  corporation  be 
changed,  but  a  contract  whose  performance  depends  upon  the  con- 
tinuance of  a  franchise  is  not  one  in  which  the  owner  of  a  franchise 
can  have  a  vested  interest.  This  seems  to  be  clear  under  the  ruling 
of  the  Supreme  Court  of  the  United  States  in  Greenwood  v.  Freight 
Company,  105  U.  S.  13,  19.  The  legislature  of  Massachusetts  repealed 
the  charter  of  a  street  railway  company.  The  act  of  the  legislature 
was  assailed.     The  Court  said: 

"Personal  and  real  property  acquired  by  the  corporation  during 
its  lawful  existence,  rights  of  contract,  or  choses  in  action  so  ac- 
quired, and  which  do  not  in  their  nature  depend  upon  the  general 
power,  conferred  by  the  charter,  are  not  destroyed  by  such  repeal ; 
and  the  courts  may,  if  the  legislature  does  not  provide  some  special 
remedy,  enforce  such  rights  by  the  means  within  their  power.  The 
rights  of  the  shareholders  of  such  a  corporation,  to  their  interest  in 
its  property,  are  not  annihilated  by  such  a  repeal,  and  there  must 
remain  in  the  courts  the  power  to  protect  those  rights.  .  .  . 
This  history  of  the  reservation  clause  in  acts  of  incorporation  sup- 
ports our  proposition,  that  whatever  right,  franchise  or  power  in 
the  corporation  depends  for  its  existence  upon  the  granting  clauses 
of  the  charter,  is  lost  by  its  repeal.     .     .     . " 

Neither  the  common  council  nor  the  legislature  had  the  power  after 
the  adoption  of  the  State  Constitution  in  1848,  to  grant  either  by 
special  or  general  act  any  franchises  which  could  not  be  altered, 
amended  or  repealed  by  the  legislature.     In  the  case  of  State  ex  rel. 
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The  Cream  City  Railway  Co.  v.  Hilbert,  72  Wis.  184,  190,  where 
the  court  had  under  consideration  the  amendment  of  a  franchise 
granted  by  the  city  of  Milwaukee,  the  following  language  is  used : 

''The  fact  that  the  legislature  may  confer  upon  a  city  or  county  the 
power  to  grant  to  an  existing  corporate  "body  a  franchise,  or  to 
create  a  corporation  with  certain  franchises  and  powers,  does  not 
take  away  the  constitutional  power  of  the  legislature  to  take  away 
the  powers  so  granted  to  the  city  or  county,  or  to  alter  or  repeal  the 
acts  of  the  city  or  county  done  under  such  delegated  authority. 
If  such  power  of  repeal  and  revocation  did  not  remain  in  the  legis- 
lature, then  the  protection  which  was  intended  to  be  secured  to  the 
state  by  Sec.  1,  Art.  XI.  of  the  Constitution,  winch  provides  that 
all  general  or  special  acts  enacted  under  the  provisions  of  that  sec- 
tion may  be  altered  and  repealed  by  the  legislature,  could  be  avoided 
and  rendered  nugatory." 

To  the  same  effect,  see  Black  River  Improvement  Co.  v.  Holway,  87 
Wis.  584;  Attornev  General  v.  The  Railway  Companies,  35  Wis. 
425.     .     .     . 

The  legislature  exempted  from  the  operation  of  the  statutes  only 
such  contracts  as  the  corporation  made  with  consumers  prior  to  April 
1,  1907,  and  which  had  not  expired  at  the  time  the  law  went  into 
effect.  This  exemption,  of  course,  included  contracts  made  by  the 
municipality,  acting  in  its  private  or  business  capacity,  for  city  or 
village  purposes.  .  .  .  This  section,  however,  had  no  relation 
to  the  franchise  or  grant  which  authorizes  the  corporation  to  operate 
and  to  use  the  streets  and  public  grounds  for  its  distribution  system, 
and  contains  provisions  as  to  the  maximum  rates  that  may  lie  charged 
the  inhabitants  and  the  minimum  of  service  that  may  be  rendered. 
The  franchise  is  granted  by  the  municipality  in  the  exercise  of  its 
governmental  function,  as  delegated  by  the  legislature.  As  has  been 
stated  before,  such  grant  may  be  modified,  altered  or  repealed  by 
the  legislature.  The  common  council  may  not  be  authorized  to  change 
the  terms  of  the  grant,  but  the  legislature  is  empowered  to  do  so  if  it 
desires. 

The  decision  then  proceeds  to  explain  Hie  significance  of  the  inter- 
mediate permit  provision,  as  follows: 

The  privilege  granted  to  a  public  utility  of  surrendering  its  fran- 
chise and  receiving,  in  lieu  thereof,  an  intermediate  permit,  does 
not  operate  to  exclude  corporations,  who  do  not  see  tit  to  avail 
themselves  of  the  privilege,  from  the  operation  of  the  general  pro- 
visions of  the  statute.  The  provision  authorizing  such  surrender 
makes  it  optional  with  the  corporation  whether  it  will  receive  what 
in  practical  operation  is  a  perpetual  exclusive  franchise,  or  will 
retain  its  limited  franchise,  but  as  a  consideration  of  the  exchange 
the  corporation  waives  its  constitutional  right  of  having  the  ques 
tion  of  the  necessity  of  the  taking  of  its  property  by  a  municipality 
determined  by  a  jury  when  the  municipality  determines  to  acquire 
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the  property  of  the  utility,  and  also  the  right  of  insisting  upon  the 
fulfillment  of  any  contract  which  it  has  theretofore  entered  into 
with  a  consumer  or  user,  and  which  lias  not  expired,  relating  to  any 
rate,  charge  or  service.  This  provision  of  necessity  refers  only  to 
contracts  with  consumers,  including  especially  those  which  are  pro- 
tected by  section  1797m-91.  The  consumer  in  such  case  could  apply 
to  the  Commission  for  a  change  in  his  rates  or  service  on  the 
ground  of  discrimination  or  unreasonableness,  whether  he  had  an 
unexpired  contract  or  not.  The  public  utility  merely  agrees,  in 
respect  to  such  contracts,  to  submit  them  to  the  regulation  powers 
of  the  Commission  if  the  consumer  insists  upon  it.  This  provision 
was  placed  in  the  law  particularly  to  obviate  long  time  contracts 
which  had  been  made  by  municipalities  with  public  service  corpora- 
tions for  city  and  village  purposes.  .  .  .  (City  of  Ashland  v. 
Ashland  Water  Co.  1909,  4  W.  R.  C.  273,  302-305.)* 

In  the  recent  decision  of  the  Wisconsin  Supreme  Court  in  the  Mil- 
waukee Electric  Railway  and  Light  Company  v.  Railroad  Commis- 
sion of  Wisconsin,  decided  May  31,  1913  (142  N.  W.  496),  in  which 
the  Commission  is  upheld  in  reducing  the  rates  of  fare  fixed  by  con- 
tract between  the  City  of  Milwaukee  and  the  street  railway  com- 
pany, the  Court  says : 

The  appellant  places  great  reliance  upon  the  cases  of  Detroit  v. 
Detroit  C.  S.  R.  Co.,  184  U.  S.  368,  22  Sup.  Ct.  410,  46  L.  Ed.  592, 
Cleveland  v.  C.  C.  Ry.  Co.,  194  U.  S.  517,  24  Sup.  Ct.  756, 48  L.Ed. 
1102,  and  Minneapolis  v.  M.  S.  R.  Co..  215  U.  S.  417.  30  Sup.  Ct. 
118,  54  L.  Ed.  259.  In  none  of  these  cases,  however,  was  the  ques- 
tion here  presented  before  the  court.  Those  cases  were  all  actions 
between  the  city  and  a  street  railway  company  operating  under  a 
city  ordinance,  passed  under  legislative  authority,  fixing  the  rates 
of  fare  to  he  charged,  which  ordinance  had  been  accepted  by  the 
company,  and  in  each  of  them  the  city  had  endeavored  to  lower  the 
rates  of  fare  by  subsequently  enacted  ordinances.  In  each  case  it 
was  held  that  the  ordinance  and  its  acceptance  constituted  a  con- 
tract between  the  city  and  the  company  which  was  binding  on  both 
parties  during  its  term,  and  hence  that  the  subsequent  ordinance 
attempting  to  lower  the  contract  rate  of  fare  was  an  attempt  to  im- 
pair the  obligations  of  a  contract  and  void.  This  was  practically 
the  decision  of  the  Court  in  the  Manitowoc  case,  and  these  cases 
were  there  cited.  In  no  way.  however,  do  they  affect  the  question 
whether  the  legislature  of  the  state  has  lost  its  sovereign  power  to 
fix  reasonable  rates.     .     .     . 

So  far  as  the  state  is  concerned,  the  ordinance  constitutes  no  ob- 
stacle to  the  exercise  of  its  power  to  regulate  rates.     .     .     . 

The  proposition  decided  in  this  case  is  that  section  1862,  St.,  does 
not  empower  municipal  authorities  to  make  any  contract  with  a 
street  railway  company  fixing  rates  of  fare  so  that  they  may  he 
changed  by  the  legislature,  or  through  a  legislative  agency  in  the 
manner  provided  by  law. 
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COMMISSION  DECISIONS 

OKLAHOMA 

54 — Minimum  Charge. 

Complaint  against  the  Collinsville  Gas  Company.  Decision  of  the 
Oklahoma  Corporation  Commission  in  the  Matter  of  Service  and 
Rates.  October  26,  1913. 

The  Electrical  Review  and  Western  Electrician  (October  25,  1913, 
p.  821)  in  commenting  on  this  decision,  says:  "A  precedent  of  im- 
portance to  all  gas  and  electric  companies  in  Oklahoma,  indicating 
the  disposition  of  the  Corporation  Commission  to  do  away  entirely 
with  minimum  rates,  is  set  by  the  decision  of  the  Commission  in  the 
Collinsville  gas  case,  in  which  it  ordered  that  "no  one  shall  be  re- 
quired to  pay  for  gas  that  they  do  not  use  during  the  month. ' ' 

It  does  not  appear  from  the  decision  that  the  question  of  minimum 
rates  was  under  consideration.  The  complaint  in  the  case  arose  on 
account  of  the  company's  failure  to  provide  a  sufficient  supply  of  gas. 
The  company  is  ordered  to  furnish  an  adequate  supply  of  gas  and 
not  to  discriminate  between  customers  in  service  and  rates.  The 
Commission  authorized  the  company  to  require  a  deposit  in  advance 
of  service  "for  meters  and  to  secure  the  payment  of  gas."  The 
statement  quoted  by  the  Electrical  Review  is  made  in  connection  with 
this  matter  of  deposits  as  follows: 

The  deposits  shall  be  required  only  from  those  in  the  judgment  of 
the  Gas  Company  that  they  should  require  a  deposit  from,  and  no 
one  shall  be  required  to  pay  for  gas  that  they  do  not  use  during 
the  month. 

The  case  which  will  show  the  commission's  position  in  regard  to  mini- 
mum rates  is  the  case  against  the  Oklahoma  Gas  and  Electric  Company, 
and  it  seems  hardly  fair  to  state  the  Commission's  opinion  in  the 
matter  until  that  decision  has  been  received. 

26&—  PUBLIC  SERVICE  LAWS 

CALIFORNIA 

A  law  was  passed  by  the  State  of  California,  June  5,  1913,  to  pro- 
vide for  the  incorporation  and  organization  of  public  utility  districts, 
authorizing  such  districts  to  incur  bonded  indebtedness  for  the  pur- 
pose of  the  construction  of  works  and  the  acquisition  of  property,  and 
to  levy  and  collect  taxes  to  pay  the  principal  and  interest  on  bonds 
and  for  carrying  on  their  operations,  and  providing  for  the  powers, 
management  and  government  of  such  districts. 
The  purpose  of  the  act  is  stated  in  section  32  as  follows : 

It  is  intended  by  this  act  to  provide  necessary  machinery  whereby 
municipalities  and  communities  may  act  jointly  in  effecting  public 
improvements  and  acquiring  and  operating  work,  the  effecting, 
acquiring  or  carrying  on  of  which  by  such  cities  or  communities 
separately  would  be  impracticable  or  disadvantageous  by  reason  of 
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the  magnitude  of  such  improvements  or  works,  or  the  cost  thereof, 
or  by  reason  of  the  fact  that  such  improvements  or  works  are  of 
common  benefit  to  a  series  of  cities  or  communities.  It  is  not  in- 
tended that  a  district  formed  hereunder  shall  construct  or  operate 
public  improvements  or  works  of  a  local  character.     .     .     . 

REFERENCES 
RATES 

5 — Rate  Practice. 

Electric  Railway  Operation,  the  Public  and  the  Pare,  by  Wil- 
liam R.  Bowker.  Electrical  Engineering,  %  page,  November,  1913, 
p.  466. 

This  states  that  the  gigantic  problem  which  confronts  electric  railways  today, 
is  the  reconciling  of  efficient  administration  and  operation,  and  commercial 
success.  While  a  low  fare  or  increased  transportation  facilities  will  secure 
favor  from  the  public,  such  changes  should  be  made  cautiously  and  advisedly, 
and  not  as  an  experiment;  for  a  retracing  of  steps  already  taken,  through 
increasing  of  fares  or  decreasing  of  facilities,  is  practically  impossible,  first 
because  of  the  antagonism  aroused,  and  second  because  public  service  com- 
missions would  probably  not  permit  it.  President  George  H.  Harries  of  the 
American  Electric  Eailway  Association  is  quoted,  on  this  subject  as  follows: 
"While  we  have  no  present  power  to  demand  at  least  living  wages  in  return 
for  our  investment  and  labor,  there  is  nothing  to  prevent  us  talking  of  the 
increased  rate  of  fare  which  must  surely  come  to  many  company  treasuries  if 
anything  like  justice  is  to  prevail  and  we  are  to  survive." 

623 — Load  Factor. 

Special  Central  Station  Loads,  by  A.  G.  Rakestraw.     Electrical 

Engineering,  2  pages,  November,  1913,  p.  498. 

This  outlines  the  various  classes  of  business  served  by  central  stations,  and 
discusses  numerous  loads  which  it  is  advantageous  for  central  stations  to 
acquire,  such  as  refrigeration,  municipal  water-pumping,  irrigation,  electric- 
railway,  industrial  heating  and  the  supply  of  electric  blast  furnaces,  and  fire- 
alarm  systems. 

INVESTMENT  AND  RETURN 

352 — Expense. 

Distribution  System  and  the  Cost  of  Electric  Service,  by  H.  B. 
Gear.  A  Paper  Read  before  the  Commonwealth  Edison  Section  of  the 
National  Electric  Light  Association,  October  14,  1913. 
This  paper  states  that  the  cost  of  electric  service  has  been  about  the  only 
commodity  which  has  decreased  in  cost  during  the  last  decade:  and  that  it  is 
impossible  to  predict  how  much  further  the  improvement  of  prime  movers  and 
the  extension  of  electric  service  will  continue  to  reduce  this  cost,  in  the  face 
of  increased  cost  of  labor  and  material,  upon  which  it  must  be  ultimately 
based.  There  is  a  detailed  analysis  of  the  relative  proportions  of  the  factors 
which  make  up  the  cost  of  serving  the  average  user  of  electricity  in  Chicago, 
both  for  the  direct  current  and  alternating  current  systems.  There  is  a 
discussion  of  the  cost  of  serving  various  classes  of  consumers,  whose  use  of 
electricity  is  materially  different  from  that  of  the  average  user,  and  of  the 
variations  to  be  found  between  these  classes.     Special  attention  is  given  to  the 
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ice-making  business  and  electrical  vehicle  charging.  The  statement  is  made 
that  the  study  of  the  basic  costs  of  electrical  service  should  point  the  way  to 
the  development  of  those  lines  of  business  which  are  most  desirable,  and  the 
development  of  still  others  not  yet  touched. 

PUBLIC  SERVICE  REGULATION 

221.1 — Issue  of  Stocks  and  Bonds. 

Federal  Control  of  Stock  and  Bond  Issues,  Editorial.  Engineering 
X< ■irs,  November  6,  1913,  p.  935. 

This  comments  on  the  adopting  of  resolutions,  at  the  recent  meeting  of  State  Rail- 
wav  Commissioners,  urging  upon  Congress  legislation  which  would  give  the  Inter- 
state Commerce  Commission  authority  to  regulate  the  stock  and  bond  issues  of 
the  corporations  under  its  control.  The  reason  for  the  resolution  was  said  to 
he  the  scandalous  misuse  of  funds  by  a  great  railway  corporation  recently  brought 
to  public  notice,  such  misuse  being  due  to  the  manipulators,  the  great  financial 
interests,  and  not  the  active  railroad  managers.  Mention  is  made  of  the  resolu- 
tions adopted  by  the  American  Mining  Congress.  October  20-24,  calling  for  strin- 
gent state  legislation  to  afford  protection  to  minority  stockholders  by  making 
directors  more  definitely  responsible  for  their  welfare  and  making  the  infraction 
of  such  laws  a  felony  punishable  by  imprisonment.  The  growth  of  the  public 
approval  of  stock  and  bond  regulation,  through  the  last  twenty  years,  is  traced, 
and  the  statement  made  that  this  sentiment  is  the  result,  not  of  socialist  ic  agitation 
hut  of  the  logic  of  events. 

221.1— Stocks  and  Bonds. 

Collateral  for  Central  Station  Loans,  Editorial,  Electrical  Re- 

ri(  w,  November  8,  1913,  p.  907. 

This  comments  on  the  memorandum  recently  issued  by  the  Hoard  of  Public  Utility 
Commissioners  of  New  Jersey,  calling  attention  to  two  state  laws  which  affect  the 
deposit  of  public  utility  bonds  as  collateral  for  loans,  referred  to  in  4  Rate 
Research  !)4.  The  statement  is  made  that  such  laws  should  not  handicap  utility 
companies  in  obtaining  necessary  funds  for  legitimate  purposes;  for,  since  a 
public  utility  ordinarily  offers  as  little  risk  as  the  average  merchant  for  an 
unsecured  loan,  it  should  lie  able  to  secure  cash  to  meet  special  demands,  upon 
an  ordinary  promissory  note;  and  money  for  permanent  investment  can  be  ob- 
tained through  approval  of  the  Commission. 

2 — Public  Service  Regulation. 

The  Meeting  of  Commissioners,  Editorial,  Electric  Railuay  Journal, 

November  8,  1913,  p.  1009. 

This  discusses  the  significant  points  in  the  reports  made  at  the  meeting  of  the 
National  Association  of  Railway  Commissioners  in  Washington  last  week.  It  is 
said  that,  on  the  whole  the  reports  were  less  radical  than  in  former  years,  and 
that  there  has  been  a  modification  in  the  point,  of  view  of  some  of  the  regulating 
officials,  which  has  sprung  naturally  from  the  sense  of  approaching  responsibility 
or  from  continued  responsibility.  Mention  is  made  of  the  fact,  that  in  connec- 
tion with  the  most  radical  step  taken— the  adoption  of  the  report  on  railway 
capitalization— Commissioner  Meyer  of  the  Interstate  Commerce  Commission 
and  Chairman  Roenier  of  the  Wisconsin  Commission,  who  had  had  long  experience 
in  administering  such  a  law  as  the  report  suggested,  were  the  most  conservative 
in  recommending  stock  and  bond  regulation.  Attention  is  called  to  the  statement 
of  Chairman  Clark  of  the  Interstate  Commerce  Commission  to  the  effect  that  it 
would  be  a  mistake  to  undertake  to  correct  the  present  financial  condition  of  trans- 
portation agencies,  even  if  that  was  due  to  reckless  or  dishonest  financing  in  tin; 
past,  by  a  policy  of  reprisal  which  would  impair  the  usefulness  or  efficiency  oi 
carriers. 
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261— Public  Service  Bills. 

An  Engineer's  Committee  to  Draft  a  Federal  Water  Law,  Edi- 
torial, Engineering  News,  November  6,  1913,  p.  934. 

This  comments  on  the  recent  action  of  the  American  Society  of  <  ivil  Engineers 
in  creating  a  special  committee  to  draft  a  national  water  law.  The  step  is  heartily 
recommended,  on  the  ground  that  federal  action  with  respect  to  water  rights  in 
interstate  streams,  is  needed:  and  thai  engineers  are  especially  fitted  for  this 
work,  in  that  they  are  accustomed  to  searching  for  means  to  accomplish  a  task 
better  than  it  has  been  accomplished  before,  while  lawyers  are  accustomed  to 
consider  laws  and  precedents  as  the  last  word  upon  a  subject. 


MUNICIPALITIES 

83— Municipal  Ownership. 

A  Report  at  Reading  Pa.,  against  Municipal  Ownership.  .V.  E.  L.  A . 
Bulletin,  \  page,  October,  1913,  p.  70. 

This  gives  the  report  of  the  committee,  appointed  in  Reading,  to  inquire  into  the 
desirability  of  municipal  ownership.  The  Committee's  report,  which  was  adverse 
to  the  project,  on  the  ground  that  there  was  doubt  as  to  the  success  of  the  venture, 
that  the  new  Public  Service  Commission  could  protect  the  people,  and  that  munici- 
pal managers  are  more  or  less  hampered  by  rules  and  regulations,  and  prevented 
from  acting  on  their  own  initiative  in  manv  matters,  was  accepted.  Speaking  of 
the  Public  Service  Commission,  the  committee  said:  "We  therefore  believe  that 
ample  power  is  vested  in  the  State  and  local  authorities  to  fully  protect  the  in- 
terests of  the  people.  We  believe  it  is  a  part  of  wisdom  to  test  these  laws  and  the 
energy  of  the  public  officials  charged  with  the  duty  of  enforcing  them  before  any 
steps  are  taken  to  engage  in  a  commercial  undertaking  which  means  the  expen- 
diture of  over  a  million  dollars,  a  largely  increased  bonded  indebtedness,  and  the 
liability  of  incurring  financial  loss  and  of  permanently  increasing  our  tax  rate. 
The  investment  of  the  taxpayers'  money  for  such  an  undertaking  would  be  justi- 
fied only  after  we  are  satisfied  that  the  laws  designed  for  our  protection  are  in- 
effectual or  that  the  Public  Service  Commission  are  not  to  be  relied  upon  to  do 
their  duty  in  establishing  fair  and  honest  rates." 


GENERAL 

19 — General  History  of  Electric  Utilities. 

Statistics  for  the  Manufacture  of  Electric  Machinery, Apparatus, 
and  Supplies.  Bulletin  of  the  Bureau  of  the  Census,  Department  of 
Commerce;  Manufactures,  1909.     17  pages. 

This  bulletin  gives  the  statistics  for  the  manufacture  of  electrical  machinery, 
apparatus,  and  supplies  for  the  calendar  year  1909,  as  shown  by  the  Thirteenth 
Census.  The  general  results  of  the  census  inquiry  are  summarized  in  certain 
tables  presented  in  connection  with  the  text,  while  other  tables  give  statistics  in 
detail  by  states.  Special  tables  are  also  presented  in  which  the  statistics  for  the 
establishments  engaged  in  the  industry  are  classified  according  to  character  of 
ownership,  value  of  products,  number  of  wage  earners,  and  prevailing  hours  of 
labor,  while  still  another  set  of  tahles  gives  detailed  information  in  regard  to  the 
value  of  the  products. 
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COURT   DECISION   REFERENCES. 

226.3— Joint  Service. 

Pioneer  Telephone  and  Telegraph  Co.  v.  State.  Decision  of  the 
Supreme  Court  of  Oklahoma,  July  29,  1913.     134  Pacific  398. 

This  decision  upholds  an  order  of  the  Oklahoma  Commission  requiring  the  Pioneer 
Telephone  and  Telegraph  Co.  to  make  physical  connections  with,  and  deliver  long- 
distance messages  for,  a  local  competitor  in  Pond  Creek,  Oklahoma,  which  has  no 
long-distance  toll  line  of  its  own.  The  Court  holds  that  the  law  expressly  orders 
such  connection,  and  that  the  provisions  of  the  state  law  condemning  monopolies 
automatically  became  a  part  of  the  company's  charter. 

112.5 — Rates  Prescribed  by  Ordinance. 

City  of  Dallas  v.  Dallas  Consolidated  Electric  Street  Railway 
Company.  Decision  of  the  Court  of  Civil  Appeals  of  Texas,  June 
14,  1913.     159  Southwestern  76. 

In  this  case  the  Court  enjoined  the  enforcement  of  an  initiative  ordinance  of  the 
city,  regulating  the  company's  rates,  on  the  ground  that  it  was  not  in  accordance 
with  the  procedure  for  rate  regulation  outlined  in  the  city's  charter;  and  that, 
even  if  void,  the  ordinance  standing  upon  the  minutes  of  the  city  as  a  law,  would 
work  untold  injury  to  the  company's  property  rights,  and  subject  it  to  numerous 
complaints  and  suits,  to  interruptions  of  service,  etc. 

221.1 — Issues  of  Stocks  and  Bonds. 

Public  Service  Commission  of  Maryland  v.  Baltimore  &  Ohio  R. 
Co. ;  Laird  et  al.,  Public  Service  Commission,  v.  Baltimore  &  Ohio 
R.  Co.  (2  cases).  Decisions  of  the  Court  of  Appeals  of  Maryland, 
June  25,  1913.    88  Atlantic,  347-353. 

These  cases  hold  that,  while  an  interstate  railroad  company  may  be  required  to 
file  an  application  or  a  report  with  the  Commission,  regarding  any  proposed  issue 
of  stocks  and  bonds  or  certificates  of  indebtedness,  to  ascertain  whether  the 
issue  is  bona  fide  and  for  value,  the  company  is  not  subject,  beyond  that,  to  the 
Commission  in  regard  to  the  financing  of  its  entire  system;  and  that  three-year 
notes  issued  before  the  creation  of  the  Commission  are  valid  in  spite  of  the 
provision  that  notes  for  mere  than  12  months  shall  not  be  issued  without  the 
Commission's  consent. 

112— Franchises. 

Des  Moines  Water  Co.  v.  City  of  Des  Moines  et  al.  Decision  of 
the  Circuit  Court  of  Appeals,  Eighth  Circuit,  Julv  10,  1913.  206 
Federal  657. 

In  this  case  the  company  bases  its  argument  chiefly  upon  the  ground  that  the  law 
providing  for  cities'  acquiring  waterworks  by  condemnation  on  the  expiral  ion  of  a 
company's  franchise  (Chapter  45  of  the  Acts  of  the  33d  General  Assembly,  as 
amended  by  Chapter  35  of  the  Acts  of  the  34th  General  Assembly)  is  unconstitu- 
tional; and  that  its  franchise  has  not  expired,  and  it  therefore  does  not  come 
within  the  law.  The  Court  holds  that  the  law  is  constitutional,  and  that  the 
contract  between  the  city  and  company  has  "by  the  plain  terms  of  Section  12"  of 
the  franchise,  expired. 
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For  statement    of   facts  and  opinions   contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

831—         PURCHASE  BY  MUNICIPALITY 

TORONTO 

Mayor's  Message,  Reports  and  Correspondence  in  Relation  to  the 
Acquisition  of  the  Assets  and  Franchise  Rights  of  the  Toronto 
Railway  Company  and  of  the  Toronto  Electric  Light  Company 
by  the  City  of  Toronto  (Pop.  400,000).  Submitted  to  the  Ctiy 
Council  October  13,  1913. 

The  purchase  of  the  property  of  the  Toronto  Railway  Company  by 
the  City  of  Toronto  is  under  consideration,  and  experts  were  engaged 
to  make  a  valuation  of  the  street  railway  property  and  of  the  allied 
property  of  the  Toronto  Electric  Light  Company.  The  franchise  of 
the  railway  company,  expiring  in  1921,  gives  the  company  a  monopoly 
of  the  street  railway  business  within  the  city  limits  as  of  1891  and 
frees  the  company  from  any  obligation  to  extend  its  lines  to  serve  the 
territory  beyond  this  limit.  It  is  with  a  view  to  terminating  such  an 
agreement  and  providing  adequate  service  for  the  entire  city  that  the 
investigation  is  being  made. 

Report  on  the  valuation  of  the  Toronto  Railway  Company  and  por- 
tions of  the  Toronto  and  York  Radial  Railway  and  the  Toronto  Sub- 
urban Railway  Company  situated  within  the  city  limits  and  a  sepa- 
rate report  of  the  Toronto  Electric  Light  properties  are  given  in  full 
and  cover  about  thirty  pages.  The  pamphlet  also  contains  the  Mayor's 
message  submitting  the  report  to  the  Council,  a  tentative  basis  of 
agreement  between  the  city  and  the  company,  and  correspondence 
covering  various  details  in  regard  to  the  progress  of  the  valuation  of 
the  properties  and  considerations  involved  in  the  municipal  acquisi- 
tion and  operation  of  the  properties. 

31 — Valuation. 

The  report  shows  clearly  the  elements  considered  in  determining  the 
cost  of  reproduction  new  and  the  present  value  of  the  properties.  The 
property  is  inventoried  under  general  divisions  and  an  explanation 
of  the  method  of  treating  the  different  classes  is  given  under  each 
head.     The  following  paragraphs  are  taken  from  the  report : 

The  value  of  the  properties,  as  determined  justly  and  fairly,  repre- 
sents their  value  to  the  owners,  and  in  arriving  at  this  value  proper 
consideration  has  been  given  to  all  those  elements  of  value  which 
inhere  in  the  property,  including  the  value  of  the  physical  property 

Editorial  Note.— All  indented  matter  is  direct  quotation. 
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and  the  value  of  its  attached  business  and  right  to  operate  in  ac- 
cordance with  the  franchises  and  agreements  under  which  the  com- 
panies are  now  operated.  In  arriving  at  the  value,  the  uses  to 
which  the  properties  are  put  have  been  considered,  also  their  ex- 
tent, character  and  present  condition,  together  with  their  earning 
power,  past  and  prospective,  and  amount  of  operating  expenses, 
the  character  of  service,  and  the  fact  that  they  are  operating  the 
limited  territory  which  the  major  company  is  required  to  serve 
under  its  existing  franchise;  the  character  and  facilities  of  the 
property  for  rendering  the  class  of  service  to  which  the  public  is 
entitled  both  now  and  in  the  future,  wTith  the  large  earning  power 
of  the  capital  invested.     .     .     . 

311.3— Present    Value. 

The  present  value  of  the  physical  property  has  been  determined 
by  depreciating  the  cost  to  reproduce  new  of  all  the  various  items 
of  property  contained  in  the  various  divisions.  Varying  rates  of 
depreciation  have  been  applied  to  various  classes  of  physical  prop- 
erty, and  the  present  value  has  been  determined  by  a  considera- 
tion of  the  life  of  the  property  and  its  salvage  value,  such  consider- 
ation having  been  given  to  all  items  of  the  property  that  are  now 
considered  as  depreciable.  Certain  exhibits,  such  as  the  land  value 
of  real  estate  and  stores,  have  not  been  depreciated,  but  the  pres- 
ent value  of  these  items  has  been  considered  the  same  as  the  cost 
new  value.  The  present  value  of  the  amount  allowed  as  the  cost 
of  securing  money  has  been  obtained  by  depreciating  its  original 
value  in  the  same  ratio  as  the  elapsed  life  of  the  franchise  right 
at  the  date  of  the  inventory  bears  to  the  entire  term  of  the  fran- 
chise. Legal  expenses,  carrying  charges  and  incidentals  have  not 
been  depreciated,  since  when  any  rehabilitation  of  the  property 
takes  place,  this  would  be  done  without  incurring  any  carrying 
charges  or  legal  expenses,  as  such  expenses  incurred  in  connection 
with  renewals  would  be  charged  to  operation.     .     .     . 

315 — Intangibles. 

Due  to  the  expiration  of  a  large  number  of  franchises  under  which 
public  utilities  have  been  furnishing  service  to  communities,  the 
mutual  relations  existing  between  the  public  utility  and  the  com- 
munity served  have  been  subject  to  wide  consideration.  The  re- 
sult of  the  studies  that  have  been  made  with  regard  to  the  opera- 
tion of  utilities,  the  profits  resulting  from  their  operation  and  the 
expenses  incurred  in  furnishing  service,  the  changes  necessitated 
both  in  the  interests  of  a  more  modern  service  has  brought  about 
in  recent  years  a  more  clearly  defined  understanding  of  the  entire 
situation.  The  owners  of  the  properties  have  been  brought  to 
realize  that  it  would  be  necessary  for  them  to  treat  fairly  in  a 
financial  way  with  the  public  to  which  they  must  look  for  their 
revenue,  and  the  public  has  been  brought  to  realize  that  in  general 
the  operation  of  the  public  utility  has  not  been  as  profitable  as  it 
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had  been  led  to  believe  was  the  case.  In  fact,  in  the  case  of  many- 
properties,  whose  operation  and  history  have  been  carefully  ana- 
lyzed from  the  inauguration  of  service,  it  has  been  found  that  the 
properties  have  not  returned  a  fair  return  on  the  capital  invested 
year  by  year.     .     .     . 

In  the  case  of  a  sale  of  property,  the  owners  thereof  will  demand, 
and  the  public  should  grant  that  a  fair  monetary  value  should  be 
given  to  the  agreement  or  ordinances  in  case  the  community  elects 
to  possess  of  such  franchise  agreement  before  its  termination.  The 
operating  company  has  a  right  to  demand  this,  since  supposedly 
its  operation  from  the  beginning  of  the  franchise  period  has  been 
carried  on  with  the  idea  that  it  would  continue  in  operation  until 
the  end  of  the  period  covered  by  the  franchise  agreement,  and  all 
its  financing  and  general  business  arrangements  have  been  deter- 
mined accordingly.  If  in  any  particular  case  the  franchise  agree- 
ments have  been  such  as  to  result  in  a  profit,  which  in  the  light  of 
today's  knowledge  appears  to  be  excessive,  it  will  nevertheless  be 
necessary  to  reckon  with  the  value  of  such  larger  profits  throughout 
the  remaining  life  of  the  franchise  in  negotiating  with  the  company 
for  a  termination  of  the  agreement.  Anything  less  than  this  would 
constitute  an  abrogation  of  the  contract  entered  into  between  the 
City  and  the  railway  company,  at  the  time  the  agreement  was 
made,  and  which  it  must  be  assumed  was  entered  into  with  full 
faith  by  both  the  contracting  parties.      .     .     . 

The  intangible  value  of  the  property  as  herein  considered  refers 
to  the  value  to  the  operating  company  of  its  rights  to  continue  to 
operate  its  property  and  receive  therefrom  such  returns  as  will 
annually  accrue  to  it  if  the  operation  is  carried  out  under  the  terms 
and  provisions  of  the  agreements  until  its  termination  by  regular 
course  on  September  1st,  1921.     .     .     . 

The  intangible  value  which  represents  the  present  value  to  the 
operating  company  of  the  net  income  after  meeting  all  charges  of 
operation,  and  in  addition  thereto  the  fixed  charges  on  the  capital 
providing  the  service  will  be  obtained  by  subtracting  from  the 
present  value  of  the  net  income,  amounting  to  $15,701,106,  the 
present  value  of  the  fixed  charges,  amounting  to  $4,987,553,  result- 
ing in  the  value  of  $10,713,553.     .     .     . 

314 — Overhead  Charges. 

To  the  base  cost  of  the  various  items  of  property  there  have  been 
added  varying  percentages  to  cover  the  expenses  of  organization, 
engineering  and  incidentals.  Such  percentages  have  been  added  on 
the  theory  that  in  an  estimate  of  the  cost  to  reproduce  new  the 
property  as  it  stands  today,  it  would  be  necessary  to  provide  an 
organization  representing  the  company,  and  that  this  organization 
would  have  to  incur  expenses  in  the  way  of  so  much  of  the  salaries 
of  its  own  officials  as  would  be  properly  chargeable  to  construction 


118  4         Rate     Research 


and  the  engineering  expenditures  and  such  incidental  expenses  as 
might  be  incurred  by  the  construction  contracts.  In  the  case  of  a 
property  that  is  constructed  piecemeal,  that  is,  a  certain  initial 
construction  is  made,  after  which  this  portion  of  the  property  is 
put  in  operation,  and  then  during  succeeding  years  additions  to 
the  property  are  made,  which  in  turn  are  put  in  operation  when 
constructed,  the  actual  expenditures  for  the  various  parts  may  ex- 
ceed the  cost  that  would  be  incurred  had  the  entire  property  been 
constructed  as  a  unit  at  one  time.  In  such  case,  however,  it  often 
occurs  that  the  engineering  and  organization  expense  is  included  as 
a  part  of  the  operating  expense,  since  the  officers  of  the  company, 
including  the  engineers  who  are  engaged  upon  this  work,  may  be 
devoting  a  large  portion  of  their  time  to  the  regular  operation  of 
the  property.  However,  for  the  purpose  of  an  estimate  such  as 
contained  in  this  report,  the  cost  to  reproduce  new  has  been  deter- 
mined on  the  assumption  that  the  entire  property  is  constructed  at 
one  time,  and  it  is  necessary,  in  order  to  arrive  at  the  cost  of 
actually  constructing  a  complete  propertj^,  to  add  to  the  cost  of  the 
physical  property  a  certain  percentage  of  the  cost  of  such  physical 
property  to  cover  the  expense  of  organization,  engineering  and 
incidentals. 

The  percentage  added  for  incidentals  covers  the  cost  of  general 
office  expense,  securing  bids,  preparing  contracts,  purchase  of  ma- 
terials, salary  of  officials  chargeable  to  construction,and  general 
superintendance  and  legal  expenses  chargeable  to  construction. 

The  percentage  added  for  engineering  covers  the  cost  of  prepar- 
ing working  plans,  specifications  and  contracts,  supervision,  prog- 
ress reports,  estimates  for  payment,  together  with  expense  of  shop 
inspection,  tests  and  field  engineering. 

The  percentage  added  for  incidentals  covers  all  incidental  con- 
struction expense  to  the  company  that  lies  outside  of  the  contract 
cost,  such  as  extras  in  the  contract  price.  These  extra  expendi- 
tures may  be  due  to  small  changes  in  design,  additional  expense 
due  to  interference  with  construction  for  various  causes,  the  cost 
of  trial  operation,  the  cost  of  insurance,  and  operating  expense 
during  construction.     .     .     . 

In  the  valuation  of  the  electric  lighting  property  15%   is  allowed 
to  cover  these  items. 


COMMISSION  DECISIONS 
WISCONSIN 

72 — Rate  Schedules. 

Application  of  the  Water  and  Light  Commission  op  Fort  Atkin- 
son (Pop.  4,000)  for  an  Amendment  to  the  Order  Establishing  Rates 
(See  3  Rate  Research  294).     Supplementary  Order  of  the  Wiscon- 
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sin  Railroad  Commission  Providing  Additional  Kates  and  Charges. 
October  10,  1913. 

The  application  of  the  Water  and  Light  Commission  of  the  City  of 
Fort  Atkinson  asked  for  authority  to  establish  certain  rate  provisions 
which  were  not  considered  in  the  former  order.  The  order  in  this 
case  provides  reconnection  charges  and  other  rate  provisions  for  tem- 
porary or  part  time  consumers  for  both  the  water  and  light  utilities, 
and  rates  for  electric  heating  and  cooking  service. 

614 — Heating  and  Cooking. 

The  applicant  is  desirous  of  developing  an  electric  heating  and  cook- 
ing business  and  asked  that  the  Commission  fix  rates  for  such  service. 
The  decision  says: 

The  electric  heating  and  cooking  business  is  as  yet  so  undeveloped 
that  reliable  data  of  the  relative  cost  of  this  service  are  not  obtain- 
able. From  such  data  as  are  at  hand,  however,  it  appears  that  the 
nature  of  this  service,  and  its  cost,  is  very  similar  in  most  respects 
to  power  service.  One  exception  to  this  statement  apparently  is, 
however,  that  the  proportion  of  the  total  connected  load  which  is 
active  decreases  more  rapidly  with  increases  in  the  total  connected 
load  than  is  the  case  with  power.  It  has  therefore  been  deemed 
advisable  to  recommend  that  the  same  rates  be  charged  for  electric 
heating  and  cooking  as  for  electric  power,  but  that  of  the  total 
connected  heat  and  cooking  load  90%  of  the  first  two  kilowatts, 
65%  of  the  next  three  kilowatts,  and  50%  of  all  over  five  kilowatts, 
be  deemed  active. 

The  rates  for  power  provided  in  the  former  order  are  50  cents  per 
active  horse-power  of  connected  load  per  month  plus  an  energy  charge 
of  3.5  cents  net  per  kilowatt-hour  for  city  residents,  and  60  cents  net 
per  active  horse-power  of  connected  load  per  month  plus  an  energy 
charge  of  4  cents  per  kilowatt-hour  for  non-residents. 

31 — Valuation. 

Determination  of  the  Just  Compensation  to  be  Paid  for  the  Property 
of  the  Oshkosh  Waterworks  Company  by  the  City  of  Oshkosh  (pop. 
33,062)  Decision  of  the  Wisconsin  Railroad  Commission  Fixing 
Terms  and  Conditions.     September  27,  1913. 

A  valuation  of  the  property  of  the  Oshkosh  Water  Works  Company 
was  made  as  a  basis  for  the  determination  by  the  commission  of  the 
just  compensation  to  be  paid  for  acquisition  of  the  utility's  property 
by  the  municipality.  The  decision  of  the  Commission  on  certain 
points  may  be  applied  to  the  valuation  of  the  property  of  any  public 
utility. 

311.3— Present  Value. 

If,  under  such  circumstances,  investors  purchase  a  plant  at  a  highly 
speculative  price,  it  does  not  follow  that  the  public  is  required 
by  law  to  recompense  them  for  an  unwarranted  risk.     The  law  only 
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requires  that  they  shall  receive  what,  all  things  considered,  is  a 
fair  present  value  for  the  plant  considered  as  an  entity.     .     .     . 

312.9 — Paving  Over  Mains. 

In  arriving  at  the  cost  of  reproduction  of  the  physical  property 
it  is  probably  settled  in  this  state  that  only  such  cost  shall  be 
considered  as  "would  be  necessarily  incurred  by  a  reasonably 
prudent  and  careful  man,  using  ordinarily  careful  business  methods, 
in  reproducing  a  plant  of  equal  efficiency."  Appleton  Water  Works 
Co.  v.  Railroad  Commission  of  Wisconsin,  142  N.  W.  476  (3  Rate 
Research  307).  It  is  conceded  that  in  reproducing  a  plant  of 
equal  efficiency  to  the  existing  plant  it  would  be  necessary  to  cut 
through  all  paving  under  which  existing  mains  lay  and  that  the 
cost  of  removing  and  relaying  the  paving  would  be  a  part  of  the 
construction  cost.  This  principle  was  recognized  and  applied  in 
the  Appleton  case  by  the  Commission,  and  subsequently  affirmed 
by  the  Supreme  Court. 

In  a  recent  New  York  case,  People  v.  Wilcox,  141  N.  Y.  S.  677,  the 
Supreme  Court,  Appellate  Division,  had  under  consideration  and 
determined  the  same  question.  Justice  Clarke,  speaking  for  the 
court,  said : 

"  If  a  new  company  undertook  to  install  a  duplicate  plant,  the  cost 
of  repaving  under  the  present  streets  would  properly  be  allowed 
for.  Hence  it  is  a  necessary  element  of  reproduction  value.  It 
is  a  valuable  advantage  which  the  present  owner  has  which  a 
prospective  buyer  would  have  to  pay  for.  Like  increased  land 
values  a  school  of  thought  might  condemn  it  as  'unearned  incre- 
ment, '  but  the  law  does  not  yet  refuse  to  include  it  in  its  definition 
of  property  capable  of  ownership  and  entitled  to  protection.    .    .    . " 

In  regard  to  an  allowance  under  present  value  for  paving  actually 
disturbed  the  decision  says : 

The  present  condition  .  .  .  must  not  be  confused  with  the 
paving  itself,  to  which  it  clearly  cannot  apply,  since  that  paving 
is  no  longer  in  existence.  What  it  does  represent  is  the  present 
value  of  one  of  the  investment  expenses  incurred  in  laying  mains 
under  this  pavement,  when  pavement  has  to  be  cut  through  and 
replaced  to  lay  pipe,  the  expense  of  so  doing  is  part  of  the  laying- 
cost  investment.  The  laying  cost  investment  has  the  same  life  as 
the  pipe  laid,  as,  when  new  pipe  has  to  be  laid,  new  laying  costs 
will  have  to  be  incurred.     .     . 

314 — Overhead  Charges. 

The  usual  allowance  for  this  item  by  the  Wisconsin  Commission  has 

been  12%. 

It  is  the  belief  of  the  Commission  that,  in  the  case  of  many  of  the 
larger  plants,  an  allowance  of  12%  of  the  cost  of  specific  construc- 
tion is  not  sufficient.  A  report  upon  the  subject  from  our  Chief 
Engineer,  is  here  quoted  in  this  connection. 
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' '  It  will  be  noted  that  the  valuation  recently  placed  upon  the  Osh- 
kosh  Waterworks  property  contained  an  item  of  15%  for  engineer- 
ing, superintendence,  interest,  organization,  etc.  It  will  also  be 
noted  that  the  report  of  the  previous  valuation  contained  only 
12%  to  cover  these  items.  It  should  be  stated  that  this  change  from 
12%  to  15%  represented  the  results  of  an  extended  study  of  the 
costs  of  such  work  and  it  is  my  opinion  that  where  the  actual  costs 
are  not  known  for  such  a  property  as  the  Oshkosh  Waterworks, 
15%  of  the  cost  of  specific  construction  represents  about  a  fair 
amount  for  these  overhead  charges.     .     .     ." 

The  allowance  made  is  not  made  to  cover  fictitious  expense,  some- 
thing by  the  way  of  good  measure,  as  it  were,  to  swell  the  physical 
valuation.  The  allowance  aims  to  cover,  as  near  as  may  be,  ex- 
penses which  would  actually  be  incurred  in  the  construction  of  a 
plant,  but  which  would  not  be  otherwise  taken  into  consideration. 
The  fact  that  the  original  plant  was  built  under  contract  would 
only  go  to  show  that  the  company  met  these  expenses  in  the  con- 
tract price  instead  of  directly.  An  explanation  of  this  allowance 
in  a  recent  case  before  the  Commission  is  so  pertinent  in  this  con- 
nection, that  it  is  here  quoted: 

"Apart  from  the  expense  of  labor  and  material  incurred  in  con- 
structing the  plant,  many  additional  costs  must  be  met  which  do 
not  appear  in  the  appraiser's  inventory  of  tangible  property. 
Among  these  are  the  expenses  of  organization  preliminary  to  the 
construction  of  the  property,  usually  consisting  of  engineering 
and  legal  expenses:  the  expenses  of  supervising,  including  the 
wages  of  all  contractors,  superintendence  and  necessary  administra- 
tive organization ;  contingent  costs  due  to  loss  in  time  and  material, 
and  unexpected  obstacles  occurring  during  the  progress  of  con- 
struction, and  finally,  the  expense  of  financing  the  construction, 
consisting  principally  of  interest  on  money  advanced  prior  to 
operation.  Allowances  for  such  expenditures  are  usually  made  in 
appraisals  of  public  utility  properties,  and  have  in  all  instances 
been  made  by  the  Commission"— City  of  Milwaukee  vs.  T.  M.  E.  R. 
&  L.  Co.  1912,  10  W.  R.  C.  R.  1,  118.  Reference  is  also  made  to 
State  Journal  Printing  Company  vs.  Madison  Gas  &  Electric  Com- 
pany, 4  W.  R.  C.  R.  501,  540-46  inclusive,  where  the  allowance  in 
that  case  is  fully  explained.     .     . 

314.22— Franchises. 

No  claim  was  made  for  any  franchise  value  by  the  company.  The 
position  of  the  commission  with  regard  to  franchise  values  as 
embodied  in  an  indeterminate  permit,  the  existence  of  which  is  to 
be  terminated  by  the  city's  determination  to  acquire  the  property 
of  the  company,  has  frequently  been  fully  set  forth  in  its  printed 
decisions.  This  point,  therefore,  will  not  be  here  further  dis- 
cussed, but  reference  is  made  to  In  Re  Appleton  Waterworks 
Company  6  W.  R.  C.  R.  97,  118-120  inclusive.    The  principle  there 
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stated — that  the  indeterminate  permit  could  have  no  value  after 
its  termination  through  the  municipality's  exercising  its  option 
to  purchase — was  recently  sanctioned  by  the  supreme  court  of  this 
state  in  the  case  of  Appleton  Waterworks  Company  v.  Railroad 
Commission.     .     .     . 

IDAHO 

132 — Protection  from  Competition. 

Application  of  B.  Gustad  and  Walter  Hovey  Hill  for  a  Certificate 
of  Necessity.  Decision  of  the  Idaho  Public  Utilities  Commission 
Granting  the  Application  in  Part.     October  16,  1913. 

The  applicants  ask  for  authority  to  construct  a  plant  and  furnish  elec- 
tric service  to  certain  communities  in  Adams  and  Boise  counties, 
Idaho.  The  territory  covered  by  the  application  includes  territory 
now  served  by  the  Meadows  Light  and  Power  Company.  This  com- 
pany is  furnishing  satisfactory  service  at  a  reasonable  rate.  The  deci- 
sion says : 

The  law  [Public  Utilities  Act]  was  not  enacted  for  the  purpose  of 
creating  competitive  action  between  two  or  more  individuals  or 
corporations  furnishing  such  service,  but  rather  to  control  and 
regulate  them  so  as  to  avoid  the  evil  effects  of  monopoly ;  and  where 
a  utility  occupying  a  field,  has  generally  served  such  field,  so  that 
the  advent  of  a  second  utility  would  merely  serve  to  divide  the 
business,  such  competition  becomes  an  economic  waste  by  reason 
of  the  duplication  of  investment,  which  it  was  and  is  the  intention 
of  the  statute  to  eliminate.     .     .     . 

The  company  in  the  field 

is  entitled  to  the  protection  of  the  Law  and  .  .  .  there  are  no 
plausible  grounds  for  permitting  its  field  to  be  invaded  by  the 
duplicate  system  contemplated  by  the  applicants.     .     .     . 

The  certificate  granted  by  the  Commission  permits  the  applicants 
to  enter  territory  not  already  served  by  another  company. 

252—        COMMISSION  ANNUAL  REPORTS 

NEW  JERSEY 

Statistics  of  Public  Utilities,  Published  by  the  New  Jersey  Board 
of  Public  Utility  Commissioners,  as  a  Part  of  its  Report  for  the 
Year  1912.     289  pages. 

This  volume  contains  abstracts  of  the  annual  reports  to  the  Board 
made  by  the  electric,  gas,  water,  telephone  and  sewer  companies,  rail- 
roads and  street  railways,  giving  information  in  regard  to  organiza- 
tion, locality  of  operation,  principal  officers,  balance  sheet  and  income 
account  of  each  company.  Tables  are  given  showing  the  funded  debt, 
capital  stock,  revenues  and  expenses  of  the  electric  companies  and 
similar  data  for  the  other  utilities. 
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INDIANA 

Seventh  Annual  Report  of  the  Indiana  Railroad  Commission  for  the 
Year  1912.    716  pages. 

The  Indiana  Commission  became  a  public  service  commission  by  the 
Shively  Spencer  Act  effective  May  1st,  1913.  The  report  for  1912 
is  the  last  report  of  the  Railroad  Commission  and  covers  only  ques- 
tions relating  to  the  regulation  of  common  carriers.  It  is  of  general 
interest,  however,  showing  as  it  does  the  scope  and  spirit  of  the  past 
work  of  the  commission  which  now  has  to  do  with  the  regulation  of 
electric,  gas  and  other  utilities. 

222.1—  FORM  OF  ACCOUNTS 

INDIANA 

Uniform  Classification  of  Accounts  for  Gas  and  Electric  Utili- 
ties, Prescribed  by  the  Indiana  Public  Service  Commission,  May, 
1913. 

Uniform  classification  of  accounts  for  gas  and  electric  utilities  have 
been  prescribed  by  the  Commission  under  the  Shively  Spencer  Com- 
mission Act.  Accounts  for  the  year  beginning  July  1,  1913,  are  to 
be  kept  according  to  these  forms.  Specifications  for  the  electric  utili- 
ties are  given  in  a  pamphlet  of  90  pages  containing  definitions  and 
general  instructions. 

77—  SAFETY  OF   SERVICE 

OREGON 

Overhead  and  Underground  Construction  of  Telegraph,  Telephone, 
Signal,  Trolley  and  Power  Lines.  General  Regulations  Issued  by  the 
Oregon  Railroad  Commission,  August  29,  1913 ;  Effective  October  1, 
1913. 

After  notice  to  the  several  railroads  and  public  utilities  of  the  state, 
a  general  hearing  was  held  and  an  investigation  was  made  to  deter- 
mine proper  requirements  to  afford  reasonable,  adequate  and  safe 
construction  of  lines  transmitting  electrical  energy.  The  rules  for 
overhead  construction  specify  the  minimum  overhead  clearance  for 
lines  of  different  voltages,  manner  of  construction  and  material  to  be 
used.  All  power  lines  transmitting  power  at  15,000  volts  or  more, 
and  which  cross  over  railroads,  street  railroads,  telegraph,  telephone, 
signal  and  other  power  lines,  are  to  be  constructed  to  conform  to  the 
"Specifications  for  Overhead  Crossings  of  Electric  Light  and  Power 
Lines"  adopted  by  the  joint  committee  of  the  National  Electric  Light 
Association,  the  Association  of  Railway  Telegraph  Superintendents, 
and  the  American  Railway  Engineering  and  Maintenance  of  Way 
Association,  in  so  far  as  the  same  are  not  in  conflict  witli  any  of  the 
provisions  of  the  law  of  the  State  of  Oregon,  and  except  further  that 
the  clearance  provided  in  the  Commission's  order,  together  with  the 
restrictions  thereon,  are  to  be  observed. 
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226.5—  STANDARDS  OF  SERVICE 

OREGON 

Rules  Relating  to  Standards  for  Gas,  Electric  and  Water  Utilities 
have  been  formulated  for  adoption  by  the  Oregon  Railroad  Commis- 
sion. 

The  tentative  rules  providing  standards  of  service  for  gas  and  electric 
utilities  copy  with  few  changes  the  rules  adopted  by  the  Wisconsin 
Railroad  Commission,  August  9,  1913  (reported  3  Rate  Research 
393).  The  Wisconsin  Commission  formulated  these  rules  after  five 
years  of  helpful  administration  of  the  standards  of  service  adopted 
July  24,  1908.  (Wisconsin  Railroad  Commission  Reports,  Vol.  2,  p. 
632).  During  this  time  marked  progress  has  been  made  by  the  gas 
and  electric  utilities  throughout  the  state  in  improving  the  quality  of 
service.  The  cooperation  between  the  Commission  and  the  utilities, 
and  the  knowledge  of  actual  conditions  throughout  the  state  has  en- 
abled the  Wisconsin  Commission  to  formulate  reasonable  rules  for  the 
regulation  of  companies  under  its  jurisdiction.  It  is  a  question,  how- 
ever, whether  these  rules  are  as  well  adapted  for  the  work  of  any 
other  commission.  Much,  however,  depends  upon  the  Commission's 
attitude  in  administering  the  rules  as  to  time  allowed  and  assistance 
given  the  utilities  in  conforming  to  these  standards  and  as  to  excep- 
tions made  in  favor  of  the  smaller  utilities  of  the  state. 

COURT   DECISIONS 
NEW  YORK 

244 — Rehearings  and  Appeal. 

City  op  Buffalo  v.  Buffalo  Gas  Co.  Suit  on  Motion  to  Set  Aside 
Certain  Injunction  Orders,  Granted  in  1908,  Restraining  Defendant 
from  Charging  the  City  More  Than  70  Cents  a  Thousand  for  Gas. 
Decision  of  the  New  York  Supreme  Court,  Special  Term,  Erie 
County,  Granting  the  Motion  on  Condition.  October  21,  1913.  143 
N.  Y.  Supp.  716. 

On  February  4,  1913,  the  New  York  Public  Service  Commission 
(2nd  D.)  issued  an  order  fixing  the  price  of  gas  at  90  cents  (see 
4  Rate  Research  71),  which  was  served  upon  the  City  of  Buffalo 
on  April  5.  Since  that  time  the  company  has  been  billing  its  gas  to 
the  city  at  the  rate  of  90  cents  per  thousand  cubic  feet,  but  the  city 
refuses  to  make  payments  upon  this  basis.  On  September  15,  the 
city  made  application  to  the  Commission  for  a  rehearing  which  was 
denied.  The  city  contends  that  it  is  its  present  intention  to  review 
the  order  by  a  writ  of  certiorari,  and  gives  this  as  the  principal 
ground  upon  which  it  opposes  the  present  motion  to  vacate  the  in- 
junction orders  of  1908.  This  decision  holds  that  the  city  is  not  en- 
titled to  a  rehearing  by  the  Public  Service  Commission,  or  to  a  writ 
of  certiorari,  since  certiorari  to  review  a  determination  must  be 
granted  and  served  within  four  months  after  the  determination  be- 
comes final  and  binding,  and  application  to  the  Public  Service  Com- 
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mission  for  a  rehearing  must  also  be  made  within  a  reasonable  time 
after  the  filing  of  the  order. 
The  decision  says  in  part : 

In  the  instant  case  there  was  absolutely  no  move  made  for  a  rehear- 
ing until  after  the  four  months  had  expired.  Indeed,  it  was  more 
than  six  months  from  the  making  of  the  order  to  the  filing  of  the 
petition  for  a  rehearing;  and,  when  we  take  into  consideration  the 
nature  of  a  rehearing,  it  must  be  concluded  that  the  Legislature 
never  intended  that  a  party's  rights  should  be  enlarged  by  a  mere 
neglect  to  act  under  the  provisions  of  a  statute  designed  to  grant  a 
privilege. 

Taking  this  view  of  the  question,  there  does  not  appear  to  be  any 
very  good  reason  why  the  defendant  should  be  compelled  to  con- 
tinue furnishing  gas  to  the  plaintiff  at  an  arbitrarily  determined 
price,  where  a  competent  tribunal  has  fixed  the  rates  at  an  ad- 
vance of  20  cents  per  thousand  feet  and  the  plaintiff  has  taken  no 
steps  to  review  that  determination.  However,  it  would  be  in  the 
nature  of  a  public  calamity  to  have  the  gas  service  discontinued 
during  the  time  that  it  may  be  necessary  to  adjust  to  the  present 
situation,  and  we  have  reached  the  conclusion  that  the  motion 
should  be  granted  to  take  effect  in  30  days  from  a  service  of  notice 
upon  the  plaintiff  of  the  entry  of  the  order,  unless  the  plaintiff 
shall  in  the  meantime  consent  to  a  trial  of  the  action  before  a 
referee  or  to  an  adjustment  of  the  controversy  between  the  parties. 

NORTH  CAROLINA 

139 — Limitations  to  Service. 

Woodley  v.  Carolina  Telephone  &  Telegraph  Co.  Suit  to  Prevent 
Disconnection  of  Telephone  Service  Because  of  Subscriber's  Refusal 
to  Pay  Bill  in  Advance.  Decision  of  the  Supreme  Court  op  North 
Carolina  Upholding  the  Company's  Action.  October  15,  1913.  79 
Southeastern  598. 

In  this  case  the  company,  whose  rules  and  regulations  provided  that 
bills  should  be  paid  in  advance,  at  first  allowed  payments  to  be  made 
at  the  end  of  the  month.  After  a  year  or  more,  finding  that  the  loss 
in  collections  by  this  method  was  so  great  that  the  company  would  not 
be  able  to  "properly  maintain  its  system  and  give  efficient  and  satis- 
factory service  to  its  patrons,"  the  company  announced  its  intention 
of  collecting  bills  in  advance.  All  of  the  subscribers  complied  except 
one,  who  upon  having  his  connection  severed,  brought  suit  to  prevent 
such  disconnection. 

112.5 — Rates  Fixed  by  Ordinance. 

The  decision  is  interesting  as  giving  the  attitude  of  the  North  Caro- 
lina Supreme  Court,  on  the  question  of  varying  rates  fixed  by  ordi- 
nance discussed  in  4  Rate  Research  102.  In  this  connection  the  deci- 
sion says: 
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Our  decisions  are  to  the  effect  that  these  public  service  corpora- 
tions, including  telegraph  and  telephone  companies,  take  and  hold 
their  charters  subject  to  the  obligation  of  rendering  services  at 
uniform  and  reasonable  rates,  and  without  discrimination,  and, 
further,  that  they  have  no  right  to  make  or  continue  in  the  per- 
formance of  a  contract  "which  renders  them  unable  to  perform 
the  duties  imposed  upon  them  by  their  charter, ' '  and  whether  such 
contract  is  evidenced  by  municipal  ordinance  or  by  agreement  be- 
tween the  parties.  Telegraph  v.  Telephone  Co.,  159  N.  C.  9,  74 
S.  E.  636;  Horner  v.  Water  Co.,  153  N.  C.  535,  69  S.  E.  607,  138 
Am.  St.  Rep.  681 ;  Griffin  v.  Water  Co.,  122  N.  C.  206,  30  S.  E. 
319,  41  L.  R.  A.,  240. 

INDIANA 

2 — Public  Service  Regulation. 

Cincinnati,  Richmond  &  Fort  Wayne  Railroad  Co.  v.  Railroad 
Commission  op  Indiana  et  al.  Suit  to  Set  Aside  an  Order  of  the 
Commission  Requiring  an  Interlocking  Plant  at  a  Railroad  Crossing, 
and  Apportioning  the  Cost  of  Construction,  Operation  and  Main- 
tenance of  the  Same.  Decision  of  the  Supreme  Court  op  Indiana 
Upholding  the  Commission's  Order.  October  15,  1913.  102  North- 
eastern 852. 

The  questions  that  arise  on  the  record  in  this  case  are  that  the  act 
of  the  General  Assembly  of  the  State  of  Indiana,  approved  Febru- 
ary 28,  1905  (Laws  1905,  c.  53),  is  in  violation  of  the  Constitution 
of  the  United  States  in  this,  that  it  deprives  the  appellant  of  its 
property  without  due  process  of  law,  and  also  denies  to  it  the  equal 
protection  of  the  law  in  this,  that  it  does  not  apply  to  all  citizens 
under  the  same  or  similar  circumstances,  neither  does  it  apply  to 
all  railroad  crossings,  but  leaves  it  to  the  Railroad  Commission  to 
determine  to  what  crossings  it  shall  apply. 

Every  question  presented  by  this  appeal  has  already  been  deter- 
mined by  this  court  adversely  to  the  contention  of  appellant  in  the 
following  cases : 

State  v.  Roby,  142  Ind.  168-184,  41  N.  E.  145,  33  L.  R.  A.  213,  51  Am.  St. 
Rep.  174,  and  cases  cited;  State  v.  L.  &  N.  R.  R.  Co.,  177  Ind.  553,  96  N.  E. 
340-342,  and  cases  cited;  State  v.  Barrett,  172  Ind.  169,  S7  N.  E.  7,  and  cases 
cited;  Barrett  v.  State,  175  Ind.  112,  93  N.  E.  543;  Hirth-Krause  Co.  v. 
Cohen,  177  Ind.  1,  97  N.  E.  1;  Booth  v.  State,  100  N.  E.  563. 


REFERENCES 

INVESTMENT  AND  RETURN 

354 — Surplus. 

Relation  op  Surplus  to  Rate-Making,  by  F.  E.  Barker.     Ab- 
stract of  a  Paper  Read  before  the  National  Association  of  Railway 
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Commissioners,  October  30,  1913.  Electrical  World,  Article  and  Ed- 
itorial, 2  pages,  November  8,  1913,  page  943  and  page  933. 

This  states  that  a  prudent  management,  even  when  considering  only  the  inter- 
ests of  the  shareholders,  will  rarely  divide  among  them  all  the  annual  profits. 
It  is  practically  impossible  to  fix  a  rate  with  such  closeness  to  expenses  and 
maintenance  as  to  prevent,  under  ordinarily  competent  management,  the  acquir- 
ing of  a  surplus,  unless  it  be  dissipated  in  unreasonably  or  unexpectedly  high 
dividends.  The  practical  problem  necessarily  arises  as  to  how  far  the  existence 
of  a  surplus  creates  new  rights  or  new  duties,  either  on  the  part  of  the  company 
or  of  the  public,  with  respect  to  the  making  of  rates.  A  surplus  should  be 
retained  in  the  company's  assets.  To  distribute  it  among  the  shareholders 
would  be  as  unjust  to  the  public  as  any  attempt  by  the  public  to  wrest  it  from 
the  company  would  be  unjust  to  the  shareholder.  Local  conditions  make 
inflexible  rules  for  the  use  of  the  surplus  practically  impossible.  Much  of  it 
may  be  properly  used  for  extensions  and  improvements,  the  development  of 
new  processes  and  methods  of  business,  changes  in  rates  etc.,  where  these  are 
more  or  less  experimental  in  character.  Upon  the  various  boards  and  com- 
missions charged  with  the  duty  and  responsibility  of  regulating  these  corpor- 
ations must  devolve  in  large  measure  the  difficult  task  of  determining  those 
equities  which  are  consistent  with  sound  public  policy.  The  treatment  of  the 
surplus  is  by  no  means  the  least  of  these  problems.  It  must  be  the  recognized 
duty  of  these  boards  to  be  just  to  both  company  and  public,  and  neither  to 
embarrass  nor  oppress  on  account  of  past  corporate  transgressions. 

The  editorial  contends  that  for  unusual  economy  or  efficiency,  an  addition  to 
the  rate  of  return  should  be  allowed;  and  that  the  surplus  for  the  future 
should  be  used  in  part  to  overcome  some  of  the  uncontrollable  losses  in  capital 
value  arising  from  depreciation  in  the  past. 


PUBLIC  SERVICE  REGULATION 

2 — Public  Service  Regulation. 

Commission  as  Arbitrator,  Editorial,  Electrical  World,  November  15, 
1913,  page  986. 

This  criticizes  adversely  the  action  of  the  Indiana  Public  Service  Commission  in 
acting  as  a  board  of  arbitration  to  settle  differences  between  the  Indianapolis 
Traction  and  Terminal  Company  and  its  striking  employees.  The  statement  is 
made  that  nothing  in  the  law  provides  that  the  commission  shall  regulate  labor 
difficulties.  Its  duties  with  respect  to  the  companies  are  definitely  and  clearly 
set  forth  in  the  law.  It  can  do  no  higher  service  to  the  State  than  to  ad- 
minister the  law  so  as  to  assure  a  reasonable  policy  on  the  part  of  the  corpora- 
tion and  the  public  toward  each  other  in  regard  to  matters  over  which  it  has 
jurisdiction.  When  it  goes  beyond  those  matters  and  takes  upon  itself  the  pain- 
ful task  of  arbitration  in  a  case  like  this  it  opens  the  way  to  an  alarming  loss 
of  prestige.  It  is  to  be  hoped  that,  in  this  very  difficult  matter,  the  commission 
will  conduct  itself  so  creditably  as  to  disarm  criticism.  The  precedent  which  it 
has  set  is  one  that  should  be  avoided  by  other  commissions. 

222 — Accounts. 

Keeping  Accounts  in  a  Small  Plant,  2y2  pages,  Electrical  Record, 
November,  1913,  page  40. 

This  is  an  abstract  of  a  talk  made  at  the  last  convention  of  the  Southwestern 
Electric  and  Gas  Association.  It  gives  an  informal  statement  of  the  method  of 
keeping  accounts  employed  in  two  small  electric  plants  in  Texas.  Much  em- 
phasis is  placed  on  the  importance  of  keeping  the  records  of  the  small  plant 
simple. 
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MUNICIPALITIES 

83 — Public  or  Municipal  Ownership. 

Mr.  Mellen  Predicts  Government  Ownership,  Editorial,  Electric 
Railway  Journal,  November  15,  1913,  page  1045. 

This  discusses  the  prophecy  by  Mr.  Charles  S.  Mellen,  in  a  recent  interview  in 
the  Boston  Post,  that  all  Railroads  will  ultimately  go  under  government  owner- 
ship. The  statement  is  made  that  various  railway  presidents  have  expressed 
the  opinion  that  they  would  be  glad  to  sell  out  to  the  city  and  get  the  money 
which  they  and  their  friends  have  invested  in  their  railway  undertaking.  This 
position  with  regard  to  the  matter  is  said  to  be  more  creditable  from  the  stand- 
point of  financial  acumen  than  from  that  of  civic  duty.  It  is  said  that  electric 
railway  officials  of  all  men  best  know  the  difficulties  of  electric  railway  opera- 
tion and  management,  and  the  tremendous  waste  and  injury  which  would  come 
from  municipal  ownership  and  operation;  and  that  it  is  a  matter  of  public  duty 
with  them  to  maintain  an  attitude  of  absolute  hostility  to  the  idea. 

831 — Purchase  by  Municipality. 

Valuation  of  Toronto  Public  Utilities,  Article  and  Editorial,  Elec- 
tric Railway  Journal,  November  15,  1913,  page  1053  and  page  1047. 

The  above  editorial  discusses  various  points  in  this  report,  abstracted  in  4 
Rate  Research  116.  The  statement  is  made  that,  though  the  city  now  knows 
how  much  it  must  pay  for  the  property,  the  really  serious  question — that  of 
the  wisdom  of  municipal  ownership — is  yet  to  be  decided.  It  is  said  that 
there  is  a  very  large  Scotch  element  in  the  population  of  Toronto  and  the 
Scotch  have  a  very  high  reputation  for  business  ability;  but  that  it  is  to 
be  hoped  that,  even  under  these  favorable  conditions,  the  citizens  will  consider 
the  plan  from  all  aspects  before  they  vote  in  favor  of  municipal  ownership. 


COURT   DECISION  REFERENCES. 

81 — Municipal  Regulation. 

City  of  Spokane  v.  Spokane  &  I.  E.  R.  Co.  et  al.  Decision  of  the 
Supreme  Court  of  "Washington.    October  8,  1913.    135  Pacific,  636. 

The  City  of  Spokane  passed  an  ordinance  requiring  the  removal  of  certain 
grade  crossings  with  which  the  companies  did  not  comply.  In  this  case  the 
city  prays  that  the  railway  companies  be  required  to  proceed  with  the  work 
in  accordance  with  the  plans  and  specifications  adopted  by  the  city,  and  that 
they  share  the  entire  cost  and  expense,  including  all  damage  to  adjacent  prop- 
erty that  may  be  recovered,  in  such  proportion  as  they  may  agree  among  them- 
selves or  the  court  determine.  This  decision  holds  that  the  city  has  the  power 
to  bring  about  the  grade  separation;  but  the  city's  attempt  to  do  so,  as  out- 
lined in  the  ordinance — that  is,  by  making  it  necessary  for  the  railroads  to 
institute  the  legal  proceedings  necessary,  and  to  bear  the  cost  in  such  pro- 
portion as  they  or  the  courts  may  determine — is  invalid  as  an  attempt  to  dele- 
gate the  city's  power  of  eminent  domain,  and  because  it  throws  on  the  courts 
the  nonjudicial  power  of  apportioning  the  cost. 
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For  statement    of   facts  and  opinions   contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATES 

72 — Rate  Schedules. 

The  Rate  Schedule  of  the  New  Castle  Electric  Company  of  New 
Castle,   Pennsylvania    (Pop.   36,280),   Effective  November  1,   1913. 

The  New  Castle  Electric  Company  reduced  their  rates  for  residence 
lighting.  The  new  schedule  in  effect  November  1,  1913,  is  as  fol- 
lows : 

RESIDENCE  LIGHTING  RATE. 
Rate. 

'.)  cents  per  kilowatt-hour  for  the  first  40  hours'  use  per  month  of  active  con- 
nected load. 
5  cents  per  kilowatt-hour  for  excess  use. 

Determination  of  Active  Connected  Load. 

Of  the  lamps  in  front  halls,  main  stairway,  library,  den,  sitting  room,  music 
room,  reception  rooms,  dining  room,  sewing  room,  children's  room,  bed  rooms, 
and  conservatory,  seven-tenths  are  rated  as  50  watt  lamps  and  three-tenths 
as  25  watt  lamps.  40%  of  the  above  lamps  shall  be  deemed  active,  but  in 
no  case  will  this  be  considered  less  than  200  watts. 

Lamps  in  vestibule,  porch,  closets,  bath  room,  laboratories,  dressing  rooms. 
attic,  basement,  yard,  pantries,  summer  kitchen,  servant's  room,  back  halls, 
back  stairways,  billiard  room,  ball  room,  and  barn  are  not  rated.  Fans, 
llat-irons,  heating  and  cooking  apparatus  are  not   rated. 

Prompt  Payment  Discount. 

10  per  cent  discount  if  paid  within    10  days  of  date  of  bill. 

Minimum  Charge. 

1   to     50  lamps  connected $1.11 

51  to     75   lamps  connected 1.39 

76  to  100  lamps  connected 1.67 

101  to   125  lamps  connected 1.94 

126  to  150  lamps  connected 2.22 

Proportional  charges   for  larger   installation. 

Lamp  Renewals. 

The  rates  include  the  supply  and  renewal  of  standard  lamps. 

Term  of  Contract. 

For  one  year  from  date,  and  in  default  of  written  notice  given  by  either 
party  to  the  other  within  ten  days  of  the  expiration  of  this  term,  it  is  agreed 
that   this  contract  shall  continue   in   force  thereafter   by  yearly  periods. 

Editorial  Note.- — All  indented  matter  is  direct  quotation. 
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COMMERCIAL  LIGHTING  RATES. 

The  rates  and  discount  for  prompt  payment  are  the  same  as  for  residence  light- 
ing. 100%  of  the  connected  load  shall  be  deemed  active.  The  minimum  charge 
is  $1.00  per  month. 

COMMISSION  DECISIONS 

IDAHO 

132 — Protection  from  Competition. 

Application  of  the  Ashton  and  St.  Anthony  Power  Company  for  a 
Certificate  of  Public  Convenience  and  Necessity.  Decision  of  the 
Idaho  Public  Utilities  Commission  Denying  the  Application  but 
Holding  that  the  Company  May  Proceed  without  Obtaining  Such 
Certificate.    November  12,  1913. 

The  Utah  Power  and  Light  Company  is  furnishing  adequate  service 
at  reasonable  rates  in  the  territory  which  the  applicant  desires  to 
enter.  The  Commission  concludes  that  no  public  convenience  or 
necessity  requires  the  entrance  of  the  new  company  into  the  field  and 
the  application  is  dismissed.  The  applicant  questioned  the  jurisdic- 
tion of  the  Commission  and  contended  that  power  companies  are  ex- 
cluded from  the  utilities  who  are  required  to  obtain  a  certificate  of 
public  convenience  and  necessity,  by  the  proviso  concluding  Section 
48(a)  of  the  Public  Utilities  Act.     This  proviso  is  as  follows: 

That  power  Companies  may,  without  such  certificate,  increase  the 
capacity  of  existing  generating  plants  or  develop  new  generating 
plants  and  market  tbe  products  thereof. 

In  discussing  the  effect  of  this  proviso  on  the  jurisdiction  of  the 
Commission  in  this  matter  the  decision  says : 

This  proviso,  in  question,  if  compared  with  the  body  of  the  section, 
is  repugnant  to  the  body  of  the  section  and  is  either  meaningless  or 
so  contradictory  to  the  first  part  of  the  section  as  to  render  both 
a  nullity  in  so  far  as  electrical  corporations  and  power  companies 
are  concerned.  If  this  proviso  were  permitted  to  stand  with  the 
construction  given  it  by  counsel  for  the  applicant,  it  would  cer- 
tainly tend  to  antagonize  the  settled  policy  of  the  Legislature  in 
adopting  the  Public  Utilities  Act  of  this  State,  because,  as  we  have 
heretofore  stated,  there  could  be  no  reason  for  the  Legislature  ex- 
cluding electrical  corporations  from  tbe  policy  applied  to  other 
public  service  corporations.     . 

"There  are  some  decisions  that  hold  thai  while  a  proviso  directly 
repugnant  to  the  main  body  of  the  Act  repeals  the  purview  of  the 
Act  as  it  is  said  to  speak  the  last  intention  of  the  makers,  yet  it 
will  be  found  that  analogies  Fail  to  furnish  any  consistent  rule,  and 
we  believe  the  great  weight  of  authority  is,  that  the  contradiction 
embodied  in  a  proviso  later  in  position,  where  it  is  of  dubious  im- 
port, will  not  be  recognized  so  as  to  give  arbitrary  repealing  effect 
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to  the  main  purview  of  the  section,  and  the  rule  is,  to  give  effect  to 
the  clause  or  provision  standing  first  in  the  Act,  when  it  is  more  in 
accordance  with  the  general  purposes  of  the  Act,  construed  in  the 
light  and  without  aid  of  all  other  sections  and  statutes  in  pari 
materia."     Lewis'    Sunderland    Statutory    Construction,    Vol.    2, 
Sec.  350.     .     .     . 
The  Commission  is  opposed  to  unnecessary  duplication  and  in  favor 
of  protection  from  competition  of  a  company  already  in  the  field. 
The  facts  show,  however,  that  the  applicant  had  secured  necessary 
franchises,  hegun  construction  of  its  plant  and  continued  such  work 
' '  in  good  faith,  uninterruptedly  and  with  reasonable  diligence  in  pro- 
portion to  the  magnitude  of  the  undertaking"  prior  to  the  date  when 
the  public  utilities  law  became  effective.    Section  48  (b)  of  the  statute 
provides  that 

such  public  utility  may  proceed  to  the  completion  of  such  work, 
and  may,  after  such  completion,  exercise  such  right  or  privi- 
lege.    .     .     . 

The  company  may.  therefore,  proceed  without  a  certificate  of  public 
convenience  and  necessity  granted  by  the  Commission. 

132— Protection  from  Competition. 

In  discussing  the  granting  of  certificate  of  public  convenience  and 
necessity  under  the  Idaho  Statutes  the  decision  says : 

In  the  matter  of  the  application  of  the  Great  Western  Power  Com- 
pany before  the  Railroad  Commission  of  California,  under  a  statute 
similar  to  ours,  the  Commission  said:  (Report  of  Railroad  Com- 
mission of  California  January,  1911,  p.  209)  [see  3  Rate  Research 
229.]  "It  certainly  is  true  that  where  a  territory  is  served  by  a 
utility  which  has  pioneered  in  the  field  and  is  rendering  efficient 
and  cheap  service  and  is  fulfilling  adequately  the  duty  which,  as  a 
public  utility,  it  owes  to  the  public,  and  the  territory  is  so  gener- 
ally served  that  it  may  be  said  to  have  reached  the  point  of  satura- 
tion as  regards  the  particular  commodity  in  which  such  utility 
deals,  then  certainly  the  design  of  the  law  is  that  the  utility  shall 
be  protected  within  such  field." 

"We  can  see  no  reason  why  this  Commission  should  not  approve  and 
follow  this  principle  laid  down  by  the  California  Commission  if  the 
facts  in  the  case  at  bar  warrant  the  application  of  the  doctrine. 

The  California  case  says  further:  "but  Avhen  any  one  of  these  con- 
ditions is  lacking,  the  public  convenience  may  often  be  served  by 
allowing  competition  to  come  in.  If  any  territory  served  by  an 
existing  second  utility  is  afflicted  by  such  utility  with  excessive 
rates  or  inefficient  service,  and  a  second  utility  of  the  same  kind 
desires  to  enter  such  territory  and  this  Commission  should  say  to 
the  existing  utility  'although  when  you  had  matters  your  own  way 
your  lost  sight  of  your  duty  to  the  public,  yet  we  still  preserve 
for  you  this  territory  in  consideration  of  your   future   good  be- 
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havior/  in  how  many  instances  does  any  one  suppose  a  new  utility 
would  apply  to  enter  the  territory  served  by  an  existing  utility 
when  the  only  effect  of  all  its  trouble  and  expense  would  be  the 
cheapening  of  the  rate  and  the  improving  of  the  service  of  the 
existing  utility?  And  hence,  if  we  should  in  the  very  first  impor- 
tant contested  application  for  a  certificate  of  public  convenience 
and  necessity  announce  the  rule  that  where  a  major  portion  of  a 
territory  is  served,  though  inefficiently  and  at  higher  rates,  the 
result  of  such  application  will  be  merely  to  put  the  existing  utility 
upon  its  good  behavior,  then  we  would  in  effect  be  saying  to  all  the 
offending  utilities  of  this  State,  if  there  be  any,  "you  may  proceed 
with  your  present  method  until  competition  knocks  at  the  door  of 
your  territory,  and  only  then  will  you  be  compelled  to  do  justice.' 
and  we  would  be  saying  to  every  new  utility,  'you  will  knock  in 
vain  at  the  door  of  any  field  now  served  by  a  utility,'  the  result 
would  be  that  old  utilities  would  keep  their  territory  unspurred 
by  the  fear  of  competition,  knowing  always  that  only  when  it  was 
imminent  need  they  prepare  to  do  justice  to  their  patrons,  and  the 
new  utilities,  having  no  incentive  to  apply  for  permission  to  go 
into  territory  more  or  less  completely  but  inefficiently  served,  would 
limit  themselves  to  new  fields  within  which  they  would  soon  in  turn 
assume  the  same  attitute  as  would  be  assumed  by  the  old  utilities 
now  doing  business  within  the  State.  Rather  do  we  announce  the 
rule,  that  only  at  the  time  of  threatened  competition  shall  the  exist- 
ing utility  be  allowed  to  put  itself  in  such  a  position  with  refer- 
ence to  its  patrons,  that  the  Commission  may  find  that  such  patrons 
are  adequately  served  at  reasonable  rates." 

As  to  this  latter  comment,  we  fail  to  see  why  such  a  condition  of 
the  inefficiency  of  an  existing  utility  or  its  practice  of  exorbitant 
rates  should  exist  or  be  permitted  to  continue.  Under  the  present 
law  such  utilities  are  supposed  to  be  always  upon  their  good  be- 
havior, and  if  they  are  not  furnishing  adequate  service  and  at  rea- 
sonable rates,  inquiry  upon  the  part  of  the  Commission  should  be 
at  once  had  and  they  be  made  to  come  within  the  requirements  of 
the  statute  in  this  respect.  The  matter  of  rates  can  be  investigated, 
and  if  too  high  can  be  at  once  corrected  by  the  Commission.  If 
their  service  is  not  adequate  and  cannot  be  made  adequate,  of 
course  they  forfeit  the  protection  given  by  the  statute  against  new 
utilities  seeking  to  enter  their  field.  The  statute  defines  very 
clearly  the  attitude  that  public  utilities  shall  assume  and  main- 
tain toward  the  public.     .     .     . 

MARYLAND 

224.2— Contracts. 

Opinion  of  the  Counsel  for  the  Maryland  Public  Service  Commis- 
sion in  regard  to  the  Abrogation  of  a  Contract  by  the  Consolidated 
Gas,  Electric  Light  and  Power  Company,  Baltimore.  Maryland. 

The  contract  was  made  by  the  residents  of  Rognel  Heights  with  the 
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Patapsco  Light  and  Manufacturing  Company,  which  the  Consolidated 
absorbed.  By  this  contract  the  company  agreed  to  furnish  free  street 
lamps  for  the  community  in  return  for  certain  privileges.  This  con- 
trad  was  made  subsequent  to  the  enactment  of  the  public  utilities 
law.  Under  this  law  no  public  serviee  corporation  can  accept  any 
compensation  other  than  money  for  its  services.  The  counsel  in  his 
opinion  says  that  the  contract  in  question  is  "repugnant  to  the  letter 
and  spirit  of  the  Public  Serviee  Commission  law  and  therefore  alto- 
gether devoid  of  legal  efficacy." 

WISCONSIN 

83 — Public  or  Municipal  Operation. 

E.  H.  Webber  et  al.  v.  City  op  Lake  Mills.  Decision  of  the  Wiscon- 
sin Railroad  Commission,  Ordering  the  Municipal  Water  Utility  to 
Extend  Water  Mains.     September  26,  1913. 

During  the  past  nine  or  ten  years  petitions  for  the  extension  of  water 
mains  within  the  city  of  Lake  Mills  have  been  filed  with  the  common 
council  or  tbe  water  commission  of  the  city.  These  petitions  have  been 
denied  although  they  were  signed  by  majorities  of  the  property  own- 
ers along  the  routes  designated.  The  decision  says  that  the  private 
wells  used  by  the  petitioners  are  contaminated,  and  it  is  in  the  interest 
of  public  health  as  well  as  of  adequate  service  that  wholesome  city 
water  should  be  made  available.  The  Commission  orders  that  these 
extensions  be  made  and  recommends  certain  additional  extensions  to 
meet  reasonable  demands  for  water  for  general  use  and  provide  addi- 
tional tire  service  where  no  protection  is  at  present  afforded. 
In  regard  to  the  financing  of  tbe  necessary  extensions  the  decision 
says : 

Should  the  city  adopt  the  policy  of  financing  work  of  this  kind  by 
assessing  the  abutting  property  for  the  cost  of  pipe  extensions,  the 
policy  should  be  expressed  in  a  rule  in  the  form  of  an  ordinance 
and  should  be  uniformly  applied  to  all  such  future  work. 

Rules  for  assessing  abutting  property  for  the  cost  of  pipe  exten- 
sions differ  materially  in  different  cities  of  this  and  other  states.  In 
some  cases  the  whole  cost  of  an  extension,  regardless  of  its  size  or 
the  rate  of  cost  per  foot,  is  apportioned  to  the  owners  of  abutting 
property.  The  property  owners  along  a  given  extension  will  not. 
as  a  rule,  be  benefited  by  all  of  its  capacity  and  cost.  A  part  of 
the  capacity  will  usually  be  intended  for  future  use  in  supplying 
more  remote  territory  through  further  extensions  in  the  same  gen- 
eral direction.  This  is,  of  course,  of  no  direct  benefit  to  abutting 
property. 

The  best  plan  for  assessing  abutting  property  for  water  pipe  exten- 
sions appears  to  be  that  of  basing  the  assessments  upon  either  a 
general  average  cost  per  foot  of  some  adopted  minimum  size  of 
permanent  main,  or  upon  the  estimated  cost  per  foot  for  the  mini- 
mum size  in  each  case.     .     .     . 
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An  ordinance  recommended  by  the  Commission  was  adopted  by  the 

city. 

Under  it,  private  property  fronting  and  abutting  on  the  line  of  any 
future  extension  is  subject  to  assessment  to  cover  the  cost  of  a  4" 
minor  main  within  the  frontage,  except  in  the  cases  of  corner  lots, 
where  only  part  of  the  full  frontage  on  both  streets  is  assess- 
able.    .     .     . 

In  every  case  most  of  the  necessary  funds  will  be  raised  by  special 
assessments.  Only  a  small  proportion  of  the  cost  of  each  line  will 
be  paid  out  of  the  funds  of  the  water  department  or  the  general 
funds  of  the  city.     .     .     . 

NEBRASKA 

31 — Valuation. 

Application  of  the  Lincoln  Telephone  and  Telegraph  Company 
for  Authority  to  Consolidate  its  Exchanges  in  Beatrice  and  to  Revise 
its  Schedules  of  Rates.  Decision  of  the  Nebraska  State  Railway 
Commission  Authorizing  the  Consolidation  and  Approving  Change  in 
Rates.     September  1,  1913. 

The  applicant  has  purchased  and  desires  to  consolidate  the  properties 
of  the  New  Home  Telephone  Company  and  the  Nebraska  Telephone 
Company  and  proposes  to  put  in  effect  rates  which  will  result  in  in- 
creases in  certain  rates  to  the  subscribers  of  the  New  Home  company. 
A  valuation  of  the  property  was  made  including  only  such  property 
as  will  be  devoted  to  public  use  after  consolidation.  The  proposed 
rates  were  found  to  be  reasonable. 

314 — Overhead  Charges. 

Counsel  for  the  objectors  alleges  that  the  allowance  for  overhead 
charges  in  the  valuation  of  the  engineers  of  the  Commission  is  exces- 
sive. The  allowance  amounts  to  an  average  of  15.35  per  cent,  of  the 
entire  reproduction  value.    The  decision  says : 

It  may  be  noted  here  that  the  Commission  for  the  Crown,  in  deter- 
mining the  values  of  the  telephone  properties  of  Great  Britain, 
which  were  purchased  by  the  Government  at  a  cost  of  approxi- 
mately $60,700,000,  included  in  its  valuation  an  amount  aggre- 
gating 31.4  per  cent,  of  the  fundamental  costs.  This  allowance 
included  items  for  cost  of  financing  and  cost  of  obtaining  sub- 
scribers' agreements.  Excluding  the  last  two  items  which  this 
Commission  has  not  considered  for  the  purposes  of  the  case,  the 
allowance  made  by  the  English  Commission  for  general  expense 
was  27.38  per  cent,  of  the  fundamental  costs.     .     .     . 

224.2— Contracts. 

It  is  urged  that  the  franchise  fixing  rates  accepted  by  the  predecessor 
of  the  New  Home  Company  constituted  a  contract  which  can  not  be 
changed  during  its  life. 

The  decision  says : 

The  general  powers  granted  the  City  of  Beatrice  and  cities  of  a 
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similar  class,  by  the  legislature,  does  not  authorize  such  munici- 
palities to  contract  for  service  and  fix  a  definite  rate  which  cannot 
be  readjusted  from  time  to  time  as  changing  conditions,  including 
cost  of  service,  will  justify. 

A  municipal  corporation  being  a  state  agent,  cannot,  unless  speci- 
fically authorized  so  to  do,  enter  into  a  contract  with  a  telephone 
company  which  is  not  subject  to  an  amendment  by  public  utility 
laws  enacted  for  the  general  public  good.  Home  Telegraph  and 
Telephone  Co.  vs.  City  of  Los  Angeles,  211  U.  S.  265;  City  of 
Kenosha  vs.  Kenosha  Home  Telephone  Co.  (Wis.),  135  N.  W.  848; 
Citv  of  Manitowoc  vs.  Manitowoc  and  Northern  Traction  Co. 
(Wis.),  129  N.  W.  925;  City  of  Dawson  vs.  Dawson  Telephone  Co. 
(Ga.),  72  S.  E.  509. 

VALUATION  DECISIONS,  1st  D.  NEW  YORK 

227— Valuation. 

Valuation  Decisions  of  the  New  York  Public  Service  Commission, 
First  District,  by  Robert  H.  Whitten.  A  Paper  Read  Before  the 
National  Association  of  Railway  Commissioners,  October  28-31,  1913. 

The  following  paragraphs  give  Dr.  Whitten's  Summary  of  the  treatment 
of  various  points  in  valuation  by  the  New  York  Commission  for  the 
First  District. 

In  the  following  discussion  the  principles  of  valuation  used  by 
the  Commission  in  its  decisions  are  considered  in  so  far  as  they 
have  a  bearing  upon  the  determination  of  fair  value. 
In  determining  fair  value  for  rate  purposes,  the  decisions  of  the 
Commission  do  not  disclose  that  any  one  rule  or  factor  has  been 
selected  as  a  single  standard. 

The  underlying  thought  is  that  valuation,  being  a  step  in  the  deter- 
mination of  just  compensation,  the  whole  problem  is  to  determine 
that  amount  which,  used  as  a  base,  will,  at  the  rate  of  return  fixed, 
result  in  just  compensation  to  the  company  for  the  service  rendered. 
In  determining  the  fair  value  as  one  step  in  the  process  of  deter- 
mining the  reasonable  cost  of  production,  both  actual  cost  and 
reproduction  cost  are  considered  important. 

311.1— Original  Cost. 

The  general  practice  of  the  Commission  has  been  to  have  its 
Bureau  of  Statistics  and  Accounts  make  a  thorough  examina- 
tion of  the  accounts  and  records  of  the  company,  with  a  view  to 
determining  as  far  as  practicable  the  actual  investment  or  sacrifice 
on  the  part  of  the  company.  The  financial  history  and  capitali- 
zation of  the  company  are  studied,  and  operating  expenses  for  a 
series  of  years  are  analyzed.  In  none  of  the  decisions  thus  far 
rendered  have  the  construction  accounts  been  in  such  shape  as  to 
admit  of  an  accurate  determination  of  the  actual  cost  of  any  large 
proportion  of  the  property.  Consequently,  much  more  weight  has 
necessarily  been  attached  to  estimates  of  reproduction  cost  than 
would  be  the  case  if  actual  cost  had  been  known.     In  many  cases, 
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however,  records  of  recent  construction  have  been  secured  that  have 
been   of  material   assistance   in   checking   the   estimate   under   the 
reproduction  method  for  unit  prices  and  overhead  expenses.     .     . 
311.2 — Reproduction  Cost  New. 

As  the  investment  records  proved  inadequate  the  Commission  has 
in  each  case  been  compelled  to  rely  largely  on  an  estimate  of 
reproduction  cost.  This  estimate  has  been  made  with  great  care 
by  the  Commission's  engineers.  In  certain  cases  the  inventory 
has  been  prepared  by  the  Commission's  engineers  with  the  co-opera- 
tion of  the  engineer  for  the  company,  and  the  appraisal  has  then 
been  checked  by  the  engineer  for  the  company.  In  other  eases 
the  company's  witnesses  have  made  independent  appraisals.  The 
unit  prices  have  been  fixed  after  an  examination  of  the  company's 
records,  and  a  comparison  with  prices  of  well-known  manufac- 
turers and  contractors  for  a  period  of  about  five  years.  The  unit 
prices  "cover  profits  of  sub-contractors  and  allowances  for  engi- 
neering, supervision,  etc.,  ordinarily  included  by  sub-contractors 
in  their  charges"  (4  P.  S.  C.  1st  Dist.  N.  Y.  328,  337).  The  unit 
prices  are  based  to  a  considerable  extent  on  piecemeal  construction 
(4  P.  S.  C.  1st  Dist.  N.  Y.  328-337).  in  the  Third  Avenue  Reor- 
ganization Case  the  Commission  notes  that  the  unit  prices  used  by 
its  engineer  ranged  from  7  to  42  per  cent  in  excess  of  certain 
contract  prices  actually  paid  by  the  compatiy.  The  Commission 
adds  that  this  shows  that  the  company  has  been  generously  treated 
either  from  the  standpoint  of  original  cost  or  reproduction  cost, 
and  that  "this  should  not  be  forgotten,  for  it  has  been  considered 
in  reaching  final  conclusion. 

312.7 — Donated  Property. 

"No  company  ought  to  be  allowed  to  capitalize  such  contributions 
or  charge  a  rate  which  will  yield  a  fair  return  upon  these  con- 
tributions. With  equal  propriety  the  companies  could  claim  the 
right  to  earn  profits  upon  the  capitalized  value  of  the  streets  and 
of  the  Brooklyn  and  "Williamsburg  Bridges,  which  they  have  been 
allowed  to  use  practically  without  charge.  The  capitalization  of 
franchises,  a  procedure  prohibited  by  law,  would  be  more  plausi- 
ble." [Brooklyn  Union  Elevated  Rate  Case,  2  P.  S.  C.  1st  Dist, 
N.  Y.  246,  265.] 

312.9 — Paving  Over  Mains. 

The  Commission  has  declined  to  include  in  fair  value  the  esti- 
mated cost  of  replacing  pavement  over  mains  and  services  where 
such  payment  has  actually  been  laid  without  expense  to  the 
company. 

314 — Overhead  Charges. 

The  net  cost  of  labor  and  materials  having  been  determined  by 
the  Commission,  an  allowance  is  added  to  cover  general  contractors' 
profit,  engineering,  supervision,  contingencies  and  incidentals  where 
these  allowances  seem  justifiable.  It  has  been  a  general  practice 
for  the  Commission  to  allow  10','    for  general   contractor's  profit 
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;iik1  from  10%  to  15%  for  engineering,  supervision,  contingencies 
and  incidentals  upon  the  items  to  which  these  charges  would 
properly  apply.  Even  where  ;i  general  contractor  is  assumed, 
his  profit  is  not  allowed  upon  hind,  rolling  stock,  tools,  supplies, 
fixtures,  etc.,  as  such  items  are  not  purchased  through  a  general 
contractor. 

The  Commission  is  gradually  collecting  accurate  data  on  the  ques- 
tion of  proper  percentage  allowances  through  the  examination  of 
accounts,  the  approval  of  securities,  and  the  supervision  of  rapid 
transit  construction  contracts.  .  .  .  The  Commission  is  dis- 
inclined to  allow  for  expenditures  under  these  heads  for  work 
of  which  there  is  no  record  and  which  is  based  largely  on  hypo- 
thetical .conditions  of  reproduction.     .     .     . 

Under  the  terms  "preliminary  and  development  expense"  the 
Commission  includes  allowances  to  cover  promotion  expense;  or- 
ganization of  the  company;  franchise  and  consent  expenses;  inter- 
est and  taxes  during  construction;  trial  operation;  adjustment  of 
parts,  etc.  These  are  mostly  items  such  as  are  ordinarily  classified 
as  overhead  charges.  Certain  of  the  items,  such  as  trial  operation 
and  adjustment  of  parts,  are  sometimes  considered  in  estimating 
going  value.  For  many  of  the  items  included  under  the  general 
head  of  "preliminary  and  development  expense"  there  is  little 
data  upon  which  an  estimate  of  cost  may  he  based.  The  Commis- 
sion gives  great  weight  to  any  evidence  showing  actual  expendi- 
tures incurred  by  the  company  for  these  purposes.  It  is  inclined 
to.  give  slight  consideration  to  estimates  of  reproduction  cost  for 
these  items  based  on  hypothetical  conditions.  The  allowance  made 
by  the  Commission  is  not  given  as  a  percentage  of  net  cost,  but  is  a 
lump  sum  which  under  the  conditions  applicable  to  the  particular 
company  seems  to  the  Commission  adequate  to  cover  all  of  these 
expenses.  This  allowance  as  a  percentage  upon  the  reproduction 
cost  of  physical  property,  including  land,  would  naturally  vary 
considerably  for  different  companies.  Many  expenses  are  nearly 
the  same  in  amount  regardless  of  the  size  of  the  company. 
[This  will  be  concluded  in  the  next  number  of  Rate  Research.] 

253—     COMMISSION  REPORTS  OF  DECISIONS 

OKLAHOMA 

Fifth  Annual  Report  of  the  Oklahoma  Corporation  Commission  for 
the  Year  1912.    Vol.  I,  853  pages. 

A  large  part  of  the  report  deals  with  the  regulation  of  common  car- 
riers. Decisions  dealing  with  gas  and  electric  companies  are  as  fol- 
lows : 

Page 
Washita    Electric    Power    Company.      Company    is    ordered    to 

operate  plant  continuously  and  authorized  to  increase  rates 536 

Complaints  against  Oklahoma  Gas  and  Electric  Company.  Ex- 
tension of  gas  main,  part  cost  to  he  paid  by  owner  of  adjoining 
property  545,   519 
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McAlester  Publishing  Company  vs.  Chochtaw  Railway  and  Light- 
ing Company.  Authorizing  requirement  for  security  before  fur- 
nishing service 570 

Complaint  against  Oklahoma  Gas  &  Electric  Company.  Author- 
izing company  to  require  meter  deposit  fee 572 

Carson  Dodson  Mining  Company  et  al.  vs.  Quapaw  Gas  Company 
et  al.    Reducing  rate  for  gas  engine  (See  4  Rate  Research  103)   648 
Complaints  against  Chickasha  Gas  and  Electric  Light  Company. 
Extension  of  Electric  Light  line,  part  cost  to  be  paid  by  con- 
sumer       691 

COURT   DECISIONS 

WASHINGTON 

244 — Rehearings  and  Appeal. 

Puget  Sound  Electric  Railway  Co.  v.  Lee  et  al,  as  members  of 
The  Public  Service  Commission  op  Washington.  Suit  to  Enjoin 
the  Enforcement  of  an  Order  of  the  Commission  Fixing  Rates.  Deci- 
sion of  the  District  Court,  W.  D.  Washington,  N.  D.,  Dismissing  the 
Suit.     August  25,  1913.     207  Federal  860. 

The  question  in  this  case  is  as  to  whether  a  railroad  company,  having 
appealed  from  an  order  of  the  Commission  to  the  Superior  Court  and 
Supreme  Court  of  a  State,  can  thereafter  maintain  a  suit  in  a  Federal 
Court  to  restrain  the  enforcement  of  an  order  which  has  been  sus- 
tained by  the  State  courts. 
The  following  paragraphs  give  the  essentials  of  this  decision: 

The  complainant  alleges  that  it  .  .  .  operated  its  line  of  rail- 
way under  the  tariff  rates  as  established  by  the  Commission,  and 
that  the  operation  thereof  instead  of  paying  7  per  cent,  upon  the 
investment,  as  estimated  by  the  Commission,  has  paid  less  than  2 
per  cent,  and  is  confiscatory  of  the  property  of  the  complainant. 
The  defendants  claim  on  this  hearing  that  the  complainant  selected 
its  forum  in  which  its  rights  were  adjudicated,  and  that  the  deci- 
sions of  the  court  of  the  State  is  res  judicata.  .  .  . 
The  sole  question  to  be  determined  at  this  time  is  whether  the 
decisions  of  the  State  Court  is  res  judicata. 

The  legislative  enactment  is  clearly  within  the  constitutional  pro- 
visions; and  every  opportunity  for  judicial  review,  with  compul- 
sory process  for  attendance  of  witnesses  and  production  of  docu- 
ments and  right  of  cross-examination,  accorded.  The  hearing  be- 
fore the  Court  is  one  of  original  cognizance,  tried,  it  is  true,  upon 
the  evidence  presented  to  the  Commission;  but  the  method  of  trial 
is  one  clearly  within  the  Legislature  to  prescribe,  so  long  as  no 
right  is  withheld.  No  right  was  withheld  here,  for  all  evidence 
offered  to  the  Commission  was  presented  to  the  Superior  and 
Supreme  Courts.  Puget  Sound  Elec.  Ry.  Co.  v.  Railroad  Commis- 
sion, 65  Wash.  75,  117  Pac.  739,  Ann.  Cas.  1913B,  763;  State  ex 
rel.  Railroad  Commission  v.  Great  Northern  Ry.  Co.,  68  Wash. 
257,  123  Pac.  8. 
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The  Supreme  Court  of  the  United  States,  in  Oregon  R.  R.  &  N.  Co. 
v.  .Fairchild,  224  U.  S.  610,  82  Sup.  Ct.  535,  56  L.  Ed.  863  (Justice 
Lamar),  said  in  passing  upon  this  same  act,  in  substance:  "The 
act  provided  and  the  Supreme  Court  recognized  an  adequate  oppor- 
tunity to  be  heard  before  the  Commission,  and  then  provided  for  a 
judicial  review  by  authorizing  the  company  to  test  the  validity  of 
the  order  of  the  Superior  Court,  according  to  the  company  the 
right  to  cross-examine  witnesses  produced  on  the  part  of  the  Com- 
mission and  the  privilege  of  offering  evidence  on  every  material 
matter  to  the  investigation,  so  that  the  matter  of  the  lawfulness 
and  reasonableness  of  the  regulation  could  be  determined,  and 
having  been  given  full  opportunity  to  be  heard  on  the  issues  made 
by  the  complaint  and  answer  and  as  to  the  reasonableness  of  the 
proposed  order,  and  having  adopted  the  statutory  method  of  re- 
view, this  company  cannot  complain."     .     .     . 

For  any  changed  conditions  since  the  issuance  of  the  order,  or  a 
result  injuriously  affecting  the  complainant  which  was  not  antici- 
pated, provision  is  made  by  the  laws  whereby  a  remedy  is  pro- 
vided before  the  Public  Service  Commission.  Laws  of  1911,  c.  117, 
§  89,  p  600,  provide : 

' '  The  Commission  may,  in  its  discretion,  permit  the  filing  of  a  peti- 
tion for  rehearing  at  any  time." 

This  is  a  clause  inserted  in  the  law  to  meet  such  a  contingency. 
While  this  does  not  open  to  complainant  a  writ  of  error  to  a  higher 
court  in  the  State,  it  is  a  remedy  provided  before  the  rate-making 
body  having  complete  jurisdiction.  The  court  cannot  presume 
that  the  remedy  provided  is  impotent.     .     .     . 

REFERENCES 
RATES 

622 — Diversity  Factor. 

Diversity  Factor.  Editorial,  Journal  of  Electricity,  Power  and  Gas, 
%  page,  November  15,  1913,  p.  448. 

This  explains  "diversity  factor"  by  comparing  a  central  station  to  a  restaurant, 
the  keeper  of  which  knows  that  all  of  his  patrons  will  not  eat  at  the  same  time, 
and  that  the  trade  for  summer  and  winter  will  differ.  Because  of  the  fact 
that,  among  a  group  of  central  station  customers  served  from  one  transformer 
or  bank  of  transformers,  there  will  be  a  difference  as  regards  time  when  used, 
hours  used,  and  individual  maximum  demand,  the  installation  of  a  much  smaller 
transformer  capacity,  generating  equipment,  and  distribution  system  is  made 
possible,  and  therefore  smaller  investment  is  required.  The  statement  is  made 
that  in  central  station  practice,  the  term  "diversity  factor"  is  used  to  express 
the  relation  between  the  simultaneous  demand  of  all  individual  customers  and 
the  sum  of  the  maximum  demands  made  by  them;  the  sum  of  the  maximum 
demands  of  the  customers,  no  matter  at  what  time  they  occur,  divided  into  the 
simultaneous  greatest  maximum  demand  at  the  generating  station  or  sub- 
station, expressed  in  per  cent.  Analysis  of  diversity  factor  is  said  to  be  of 
importance  in  determining  the  investment  required  in  the  various  parts  of  the 
distribution  system  for  each  kilowatt  of  maximum  demand  and  hence  the 
amount  of  the  fixed  charges  which  should  be  made  to  each  customer. 
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7 — Schedules  and  Service. 

Telephone  Rates  and  Service.  Digest  of  a  Report  to  the  National 
Association  of  Railway  Commissioners,  October  28-31,  1913.  Public 
Service  Regulation,  y2  page,  November,  1913,  p.  604. 

This  report  included  a  comparison  of  telephone  rates  in  a  group  of  cities, 
where  the  companies  had  a  monopoly,  with  the  rates  in  another  group  where 
competition  existed.  The  diversity  of  these  rates  is  noted,  and  the  question  of 
competition  and  competitive  rates  discussed.  The  statement  is  made  that 
there  can  be  no  question  but  that  "duplicate  plants  in  the  same  city  is  a  waste 
of  money  and  a  public  burden."  As  an  illustration  of  this  point  the  opinion 
of  the  Nebraska  commission  in  the  Lincoln  Telephone  and  Telegraph  Co.  case, 
(see  3  Rate  Research  313,  340)  is  quoted.  State  control  of  telephone  utilities 
is  held  to  be  the  best  remedy  for  these  conditions.  The  work  done  by  the 
commissions,  in  regard  to  telephone  companies  is  commented  on  briefly.  It  is 
said  that  with  regard  to  telephone  rates,  "there  is  little  to  say.  From  investiga- 
tion there  is  apparently  less  complaint  against  this  utility  than  any  other." 

INVESTMENT  AND  RETURN 

311 — Basis  of  Valuation. 

The  Accounting  Side  of  Rate  Making,  by  Edward  W.  Bemis.  Ab- 
stract of  a  Paper  Read  before  the  National  Association  of  Railway 
Commissioners,  October  28-31.  Report  of  the  Committee  on  Railroad 
Taxes  and  Plans  for  Ascertaining  Fair  Valuation  of  Railroad  Prop- 
erty, 8  pages,  pp.  29-37. 

This  gives  a  comparison  of  the  reproduetion-cost-new  and  original  cost  methods 
of  valuation  of  public  utilities.  The  reproduction  cost  new  method  is  criticized 
adversely  and  the  original  cost  method  is  upheld  as  one  which  is  "intensely 
practical,  and  does  not  dream  and  ascertains  what  has  been  done."  The  writer 
criticizes  the  engineer's  method  of  handling  overhead  charges,  going  value,  etc., 
but  gives  some  credit  to  engineers  for  their  ability  to  work  hand  in  hand  with 
accountants  in  restoring  the  history  of  actual  cost  where  records  are  frag- 
mentary. The  statement  is  made  that  both  our  industrial  structure  and  our 
life  in  cities  would  be  inconceivable  without  the  existence  of  the  various  public 
utilities  whose  rights  are  being  investigated ;  but  the  cost  of  re-creating  this 
structure  cannot  be  capitalized  to  the  benefit  of  our  public  service  corporations. 
What  part  they  bore  of  the  cost  of  that  development,  and  the  profits  obtained 
and  divided  in  the  process,  will  be  fully  revealed  by  the  historical  method  of 
valuation.  After  that  the  courts  and  commissions  may  be  trusted  to  work  out  a 
fair   result   to   all  concerned. 

36 — Depreciation. 

Depreciation  and  Its  Relation  to  Fair  Value,  by  A.  F.  Weber. 
A  Paper  read  before  the  National  Association  of  Railway  Commis- 
sioners, October  28-31.  Report  of  the  Committee  on  Railroad  Taxes 
and  Plans  for  Ascertaining  Fair  Valuation  of  Railroad  Property,  11 
pages,  p.  38. 

This  quotes  the  definition  of  depreciation,  given  by  P.  D.  Leake,  that  "in  its 
true  commercial  sense  the  word  depreciation  means  fall  in  exchangeable  value 
of  wasting  assets,  computed  on  the  basis  of  cost  expired  during  the  period  of 
their  use  in  seeking  profits,  increase,  or  other  advantage."  The  different  causes 
of  depreciation — inadequacy,  obsolescence,  etc. — are  noted,  with  examples,  and 
the  suggestion  made  that,  in  view  of  the  disputed  meaning  of  the  word  deprecia- 
tion, it  might  be  well  to  substitute  for  it,  whenever  accuracy  of  statement  is 
desired,  in  discussions  of  productive  plant,  the  alternative  term  "expired  capital 
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outlay."  The  action  taken  by  the  United  Slates  Supreme  Court  and  the  New 
York  courts,  with  regard  to  depreciation,  is  outlined,  and  the  contesl  which  the 
public  utilities  have  made  against  the  rule  laid  down  in  the  Knoxville  case, 
noted.  It  is  said  that  while  the  companies  have  made  some  impression  on  the 
commissions  they  have  made  no  impression  on  the  United  State  Supreme  Court, 
and  little  upon  the  state  courts.  The  straight-line  method  of  accumulating  a 
depreciation  fund  is  advocated,  and  various  arguments  advanced  against  the 
sinking-fund  method.  The  statement  is  made  that  the  public  will  willingly  pay 
rates  that  will  enable  the  company  to  keep  its  investment  intact,  provided  such 
moneys  are  used  to  develop  the  property  and  the  issue  of  new  capital  obligations 
is  correspondingly  curtailed,  and  that  there  may  now  be  noted  a  strong  tendency 
on  the  part  of  the  courts  to  enforce  that  policy  through  their  refusal  to  sanction 
new  security  issues  for  replacements  that  ought  properly  to  be  paid  out  of  depre- 
ciation reserves  accumulated  from  income.  An  appendix  of  six  pages  (pp.  49-55) 
gives  the  rulings  of  the  New  York  courts  on  depreciation. 

32 — Appreciation. 

A  Just  and  Scientific  Basis  for  the  Establishment  of  Public 
Utility  Rates,  with  Particular  Attention  to  Land  Values,  by 
Max  Thelen.  A  Paper  Read  Before  the  National  Association  of 
Railway  Commissioners,  October  28-31.  Report  of  the  Committee  on 
Railroad  Taxes  and  Plans  for  Ascertaining  Fair  Valuation  of  Railroad 
Property,  17\  pages,  pp.  5-22. 

In  this  paper  attention  is  called  to  the  fact  that  if  the  present  value  or  repro- 
duction value  theories  are  carried  to  their  logical  conclusion,  rates  will  finally 
become  forbiddingly  high.  After  an  analysis  of  the  various  opinions  handed 
down  by  the  United  States  Supreme  Court  in  regard  to  the  proper  basis  for 
rates,  the  fact  is  noted  that  in  the  Minnesota  Rates  Case,  as  in  the  Willcox  vs. 
Consolidated  Gas  Co.  case,  when  the  Supreme  Court  has  been  squarely  con- 
fronted with  the  injustice  of  applying  the  present  value  or  reproduction  value 
theories,  the  court  has  refused  to  apply  those  theories,  while  apparently  still 
voicing  them  ;  and  that  it  is  thus  made  clear  that  the  court  has  not  yet  given 
final  consideration  to  appreciation  of  land  value.  It  seems  not  too  late  to  recon- 
sider on  principle  the  entire  question  of  the  proper  basis  for  fixing  rates.  When 
the  present  value  and  the  reproduction  value  theories  were  brought  into  use,  it 
was  as  a  means  of  avoiding  the  obviously  unjust  method  of  basing  the  return 
on  the  amount  of  stocks  and  bonds  outstanding.  The  effect  which  land  incre- 
ment would  eventually  have  on  the  rate  fabric  was  not  foreseen.  The  objection 
to  original  cost  is  not  to  the  correctness  of  the  principle  but  to  the  difficulty 
of  applying  it  in  a  given  case.  Title  to  the  property  is  not  the  basis  of  a  fair 
return  in  public  utility  cases,  since  the  Supreme  Court  has  mantained  that  a 
carrier  shall  earn  "such  compensation  as  under  all  the  circumstances  is  just  to 
it  and  to  the  public/'  and  one  of  the  most  important  of  these  circumstances 
is  the  relation  of  '"agent  and  principal"  which  the  Supreme  Court  has  held 
exists  between  the  utility  and  the  public.  It  is  suggested  that  unless  the 
Supreme  Court  clearly  establishes  a  principle  with  regard  to  the  question  of 
appreciation  in  value,  it  woidd  be  well  in  findings  of  value,  to  follow  the  prac- 
tice and  policy  of  the  California  Commission. 

PUBLIC  SERVICE  REGULATION 

221.1 — Issue  of  Stocks  and  Bonds. 

Federal  Control  of  Securities  Needed:  Publicity  Declared 
Ineffective  to  Prevent  Abuse  of  Financial  Privileges,  and  Fed- 
eral Control  for  Interstate  Corporations  Urged,  in  Report  of 
Committee  on  Railway  Capitalization.  Public  S(  rvice  Regula- 
tion, 5  pages,  November,  1913,  p.  591. 
This  gives  a  detailed  abstract  of  the  report  of  this  committee  referred  to  in  4 
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Rate  Research  110.  The  methods  used  in  financing  utilities  are  discussed  and 
criticized. 

Regulation  by  control  is  held  to  be  superior  to  regulation  by  publicity,  and 
federal  control  of  interstate  utilities  is  recommended.  The  committee  holds 
that  an  Act  of  Congress  should  be  passed,  containing  at  least  the  following 
six  provisions: 

"(1)  The  limitation  in  the  act  of  the  purposes  for  which  the  issue  of  stocks 
and  bonds  shall  be  permitted;  (2)  Authority  to  the  commissions  to  see  to  it 
that  the  proceeds  of  the  sales  of  stocks  and  bonds  are  devoted  to  the  purposes 
for  which  they  are  issued;  (3)  No  stocks  or  bonds  to  be  issued  without  the 
positive  approval  of  the  commission,  or  at  least  a  veto  power  should  be 
reposed  in  the  commission  similar  to  the  power  which  the  Interstate  Com- 
merce Commission  has  to  suspend  rates.  If  this  method  is  pursued,  the  same 
full  investigation  should  be  required  on  the  part  of  the  commission  in  every 
instance  as  is  required  when  the  affirmative  action  of  the  commission  is  pro- 
vided for;  (4)  Xo  limitation  in  the  statute  as  to  the  amount  for  which  either 
stocks  or  bonds  shall  be  sold;  (5)  The  power  should  be  reposed  in  the  com- 
mission to  impose  conditions  and  to  grant  the  application  of  the  utility  either 
in  accordance  with  such  application  or  in  lesser  or  greater  amount,  and  to 
impose  such  other  conditions  as  the  commission  shall  deem  necessary;  (6) 
Regulation  of  the  stocks  and  bonds  of  interstate  common  carriers  to  be 
delegated   to   the   Interstate   Commerce   Commission." 

112 — Franchises. 

Report  op  the  Committee  on  Franchises  of  the  National  Mu- 
nicipal League,  Delos  F.  Wilcox,  Chairman.  Submitted  at  the 
Conference  for  Good  City  Government  Held  at  Toronto,  November, 
1913.     Pamphlet,  11  pages. 

This  report  discusses  a  few  of  the  major  points  involved  in  the  franchise  prob- 
lems of  the  country.  In  regard  to  the  question  of  home  rule  of  utilities,  the 
report  suggests  that  in  certain  important  lines  of  regulation — the  occupation  of 
the  streets,  the  qualitiy  of  the  service  rendered,  and  the  nature  of  the  franchise 
contract  which  a  city 'may  desire  to  make  for  the  purpose  of  facilitating  the 
transfer  of  the  property  from  private  to  public  ownership — the  city  should 
have  final  authority;  in  certain  other  matters — as  rates  and  extensions — the 
city  should  have  primary  jurisdiction,  and  in  the  case  of  appeal,  should  have 
the'  right  to  be  officially  represented  before  the  state  commission  by  its  local 
utility  experts;  while  in  still  other  matters — competition,  accounts,  publicity, 
etc. — the  jurisdiction  of  the  state  commission  should  be  regarded  as  complete, 
but  again  the  city  should  have  the  right  to  appear  in  its  corporate  capacity 
before  the  commission.  The  report  holds  that  the  city  should  have  the  right 
to  initiate  extensions,  but  that  the  company  should  have  the  right  of  appeal 
to  the  state  commission,  as  to  the  necessity  and  financial  feasibility  of  such 
extensions.  As  to  duration  of  franchises,  the  committee  avers  that  the  fran- 
chise should  be  granted  for  a  definite  maximum  term,  subject  to  the  right  of 
the  city  to  terminate  the  grant  in  case  it  is  willing  to  purchase  the  property 
at  a  fair  price  prior  to  the  expiration  of  the  grant.  The  committee  holds  that 
investment  should  be  amortized  out  of  earnings,  and  that  the  tendency  will  be 
to  amortize  too  slowly  and  too  little  rather  than  the  reverse.  According  to  the 
report,  in  all  cases  where  the  outstanding  franchises  run  in  perpetuity  or 
for  unreasonably  long  periods,  the  city  should  definitely  set  about  devising 
means   for  recapturing  them. 
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For  statement    of   facts  and  opinions   contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATES 

72 — Rate  Schedules. 

On  November  25  the  ordinance  prescribing  maximum  rates  for  the 
city  of  Chicago  (see  4  Rate  Research  100)  passed  the  Council  of 
the  City  of  Chicago  by  a  rate  of  61  to  2.  The  description  of  the 
High  Tension  City  Rate,  mentioned  in  4  Rate  Research  100,  was 
misleading  in  that  the  demand  charge  is  a  yearly  rate  based  upon 
monthly   payments,   as   follows : 

HIGH  TENSION  SERVICE. 

A. 
Character  of  Service. 

12,000  volt,  3-phase,  60  cycle  energy,  to  be  delivered  to  the  main  terminal  sub- 
station located  at  31st  Street  and  Western  Avenue,  and  to  be  used  in  connec- 
tion with  the  extension  of  the  lighting  system  of  the  City  of  Chicago. 

Rate. 

Demand   Charge. 

$1.25   per  kilowatt  per   month. 

Energy  Charge. 

$0,004  per   kilowatt-hour  for  energy  consumed   monthly. 

Determination  of  Demand. 

The  maximum  demand  on  which  the  primary  charge  is  based  for  any  month 
shall  be  considered  to  mean  the  greatest  number  of  kilowatt-hours  used  during 
any  60-minute  period  between  two  consecutive  clock  hours  during  that  month. 
The  maximum  demand  so  established  during  that  month  shall  be  considered  the 
maximum  demand  for  successive  months  until  a  greater  maximum  is  estab- 
lished in  the  manner  aforesaid. 

The  usual  clause  adopted  by  the  Commonwealth'Edison  Company  for 
this  character  of  contract  is  as  follows: 

Determination  of  Demand. 

Measurement  is  by  maximum  demand  instruments.  The~maximum*demand  for 
any  month  shall  be  the  average  number  of  kilowatts  indicated  or  recorded  in  that 
thirty-minute  interval  in  which  the  consumption  of  electricity  lis  greater  than  in 
any  other  thirty-minute  interval  in  such  month. 

The  demand  charge  for  the  first  month  should  be  computed  upon  the  maximum 
demand  for  that  month.  The  demand  charge  for  the  second  month  shall  be  com- 
puted upon  the  maximum  demand  for  the  second  month  unless  such  demand  for 
the  second  month  is  less  than  the  maximum  demand  for  the  first  month,  in  which 
event  the  demand  charge  for  the  second  month  shall  be  computed  upon  the  max- 
imum demand  for  the  first  month.  The  demand  charge  for  any  succeeding  month 
of  the  term  shall  be  computed  upon  the  maximum  demand  for  such  succeeding 
month,  unless  such  maximum  demand  is  less  than  the  highest  one  of  the  several 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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maximum  demands  established  for  the  previous  month,  in  which  ease  the  demand 
charge  for  such  succeeding  month  shall  be  computed  upon  the  highest  preceding 
maximum  demand. 

An  error  was  made  in  stating  the  rate  for  subway  lighting  in  4  Rate 
Research  101.     The  correct  statement  of  this  rate  is  as  follows: 

RAILROAD  STREET  SUBWAY  LIGHTING 

Character  of  Service. 

Tungsten    incandescent    lighting,    or    its    equivalent    in    other    electrical    lighting, 

in  municipal  subways    (under  steam  railroad  elevations). 

Rate. 

D. 

4015  Hrs.  Per  Annum  in  24-Hour 

Wattage  Accordance  with  the  City's  Service 

of  Lamps.  Lighting  Schedule.  Per  Lamp. 

25  $6.00  $8.00 

40  7.00  10.00 

60  9.00  13.00 

100  13.00  19.00 


COURT   DECISIONS 

MINNESOTA 

3 — Investment  and  Return. 

Minneapolis  Gaslight  Co.  v.  City  of  Minneapolis  et  al.  Suit  to 
Enjoin  an  Ordinance  Fixing  Rates  for  Gas.  Decision  of  the  Supreme 
Court  op  Minnesota,  Holding  that  the  Ordinance  May  Not  be  En- 
joined.   November  7,  1913.    143  Northwestern  728. 

The  Minneapolis  Gaslight  Co.  has  furnished  gas  to  the  city  of  Minne- 
apolis since  1870,  under  an  ordinance  of  February  24,  1870,  modified 
and  amended  by  an  ordinance  approved  February  23,  1910.  The  ordi- 
nance of  1910  fixed  the  rate  at  85  cents  per  thousand  cubic  feet  of 
gas  for  private  consumers,  and  65  cents  per  thousand  for  the  city; 
and  made  definite  arrangements  for  future  municipal  regulation  of 
rates,  providing  among  other  things  (1)  that  at  any  time  after  the 
expiration  of  three  years  from  the  date  of  the  ordinance,  and  at  any 
time  thereafter  but  not  oftener  than  once  in  five  years,  the  city  might 
fix  the  rates  to  be  charged;  (2)  that  such  rates  should  be  just  and 
reasonable,  and  afford  a  fair  return  on  the  investment;  (3)  that  the 
investment,  for  rate-making  purposes,  should  mean  the  fair  and  rea- 
sonable value  of  the  plant  as  a.  going  concern,  having  regard  to  its 
condition  of  repair  and  its  adaptability  and  capacity  for  generating 
and  furnishing  gas,  but  not  allowing  for  good  will,  unexpired  term 
of  any  franchise,  and  the  company's  capitalization  as  represented  by 
its  outstanding  bonds;  and  (4)  that  the  rates  should  be  fixed  only 
after  the  company  had  had  a  hearing  before  the  city  council. 

There  was  further  a  provision  that 

the  reasonableness  of  all  such  rates  and  prices  |  should]  always  be 
subject  to  review  and  correction  in  any  action  or  proceeding  which 
(should]  be  instituted  therefor  by  the  company  in  any  court  having 
jurisdiction  of  the  subject-matter.     .     .     . 
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In  1913,  the  time  having  arrived  when  a  new  rate  might  be  fixed, 
both  the  city  and  plaintiff  hired  experts  and  made  valuations  of  the 
company's  property.  After  having  held  a  hearing,  the  City  Council, 
on  July  25,  passed  an  ordinance  fixing  the  rates  for  gas  at  70  cents 
per  thousand  cubic  feet  for  private  consumers  and  65  cents  per  thou- 
sand for  the  city. 

As  soon  as  the  ordinance  was  approved,  the  company  brought  suit 
to  have  it  adjudged  void  as  unreasonable  and  to  enjoin  the  city  from 
publishing  it  or  putting  it  into  effect,  alleging  that  because  of  in- 
creased cost  of  materials,  increased  taxes,  and  extensions  and  better- 
ment required,  the  proposed  rates  would  not  only  be  insufficient  to 
permit  it  to  give  good  service,  but  would  be  confiscatory.  The  com- 
pany also  asked  for  a  temporary  injunction,  restraining  the  city  from 
publishing  the  ordinance,  on  the  ground  that  an  attempt  to  publish 
it  "would  result  in  the  infliction  upon  plaintiff  of  great  damage  and 
injury,  and  subject  it  to  a  multiplicity  of  suits  with  its  patrons,"  and 
"would  render  the  judgment  to  be  rendered  herein  ineffectual,  for 
complainant's  property  would  be  thereby  confiscated  and  destroyed 
before  any  judgment  could  be  rendered  herein." 

The  lower  court  denied  the  company's  suit,  and  the  case  is  brought 
to  the  Supreme  Court  on  appeal.  The  important  paragraphs  of  the 
decisions  are  as  follows: 

122 — Just  and  Reasonable  Charges. 

It  is  conceded  to  be  settled  law  that  rates  established  by  a  munici- 
pality under  legislative  authority  are  presumed  to  be  fair  and  rea- 
sonable. It  is  also  a  well-settled  rule  that  where  parties  by  con- 
tract authorize  and  empower  any  man  or  body  of  men  to  determine 
a  certain  matter  according  to  rules  prescribed  by  the  contract  and 
within  limitations  therein  fixed,  such  determination,  when  made, 
is  presumed  to  have  been  made  in  accordance  with  the  provisions 
of  the  contract  and  to  be  proper  and  correct.  We  think  this  rule 
applies  to  the  present  case  and  that  the  rates  fixed  by  the  city 
council  are  presumed  to  be  fair  and  reasonable  until  the  contrary 
is  shown.  It  follows  from  this  point  that  the  onus  is  upon  plaintiff 
to  establish  that  they  are  unfair  or  unreasonable. 

The  plaintiff  bases  its  motion  for  a  temporary  injunction  upon  the 
complaint  and  upon  affidavits  summarizing  the  testimony  given 
before  the  city  council  by  its  experts.  Defendants  base  their  oppo- 
sition to  the  motion  upon  the  answer  and  upon  affidavits  summar- 
izing the  testimony  given  before  the  city  council  by  experts  em- 
ployed by  the  city.  According  to  the  affidavits  presented  by  the 
city  the  rate  fixed  in  the  ordinance  of  1913  is  reasonable  and  ade- 
quate. According  to  the  affidavits  presented  by  plaintiff  this  rate 
is  inadequate  and  unreasonably  low. 

Upon  the  showing  made  this  court  cannot  say  that  the  weight  of 
evidence  is  manifestly  or  palpably  in  favor  of  plaintiff's  contention 
that  the  proposed  rate  is  unreasonably  low.     There  is  substantial 
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and  credible  evidence  in  support  of  such  contention.  There  is  also 
substantial  and  credible  evidence  in  support  of  the  contention  that 
such  rate  is  fair  and  adequate.  The  burden  is  upon  plaintiff  to 
show  that  it  is  not  adequate.  The  evidence  is  so  conflicting  and  so 
nearly  balanced  that  the  case  is  within  the  rule  above  stated,  and 
the  decision  of  the  trial  court  must  stand  unless  plaintiff  is  entitled 
to  such  injunction  upon  other  grounds. 

131 — Protection  from  Confiscation. 

It  is  .  .  .  contended  that  the  decision  appealed  from  should  be 
reversed  under  what  is  termed  the  "comparative  hardship"  rule. 
Under  this  rule  injunctions  are  frequently  issued  in  cases  in  which 
the  final  outcome  may  be  doubtful,  if  the  injury  to  the  moving 
party  will  be  certain,  great,  and  irreparable  if  it  be  denied  and  the 
final  decision  be  in  his  favor,  but  the  injury  to  the  opposing 
party,  if  it  be  granted,  will  be  inconsiderable,  whatever  the  result. 
Whether  the  relative  injury  that  may  be  inflicted  upon  the  respec- 
tive parties  by  granting  or  refusing  such  injunction  is  such  as  to 
justify  its  issuance  in  cases  in  which  the  final  outcome  is  doubtful 
is  a  question  peculiarly  within  the  province  of  the  trial  court  to 
determine.     .     .     . 

The  final  outcome  of  the  suit  when  it  shall  have  been  tried  upon 
the  merits  is  doubtful.  The  evidence  in  support  of  the  opposing 
claims  is  comparatively  evenly  balanced  and  consists  largely  of 
opinions  which  are  more  or  less  conjectural.  As  suggested  by  the 
Supreme  Court  of  the  United  States,  in  Louisville  v.  Cumberland 
Telephone  &  Telegraph  Co.,  225  U.  S.  430,  32  Sup.  Ct.  741,  56 
L.  Ed.  1151,  and  Knoxville  v.  Knoxville  Water  Co.,  212  U.  S.  1, 
29  Sup.  Ct.  148,  55  L.  Ed.  371,  an  actual  test  by  putting  the  rates 
into  operation  for  a  time  may  show  that  plaintiff's  fears  as  to  the 
results  are  unfounded.  If  such  test  shows  that  the  rates  are  too 
low  to  give  a  fair  return  upon  the  capital  investment,  the  courts 
will  not  hesitate  to  grant  relief.  But  in  view  of  the  uncertainties 
in  which  the  question  now  before  the  court  is  involved,  and  of  the 
principles  governing  the  action  of  this  court  in  such  matters,  we 
are  not  prepared  to  say  that  the  trial  court,  under  the  rule  of  "com- 
parative hardship,"  abused  its  discretion  by  permitting  the  rates 
to  remain  in  effect  for  the  present.     .     .     . 

?24 — Rate  Regulation. 

Plaintiff  contends  that  the  action  of  the  city  council  in  fixing  rates 
is  tentative  merely,  and,  in  case  an  action  is  brought  to  have  such 
proposed  rates  adjudged  unreasonable,  that  they  do  not  take  effect, 
until  the  termination  of  such  action.     .     .     . 

We  think  it  is  intended  that  the  council  shall  determine  what  rates 
are  reasonable  and  establish  such  rates  by  ordinance,  and  that  the 
ordinance  shall  go  into  effect  as  ordinances  usually  do,  but  that 
plaintiff,  if  it  claims  that  the  rates  so  established  are  not  fair  and 
reasonable,  may  resort  to  the  courts  for  a  determination  of  that 
question. 
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The  contract  provides  that  the  rates  shall  be  fixed  by  ordinance. 
In  the  absence  of  any  provision  to  the  contrary,  this  necessarily 
implies  that  the  ordinance  shall  be  enacted  and  put  into  effect  as 
provided  in  the  well-known  charter  provisions  governing  such 
matters.  The  provision  for  a  hearing  before  the  council,  the  limita- 
tions placed  upon  its  action,  the  fact  that  no  appeal  is  provided 
and  no  time  limited  in  which  plaintiff  may  bring  suit,  the  prob- 
ability that  the  time  when  the  rates  should  go  into  effect  would 
nave  been  expressly  stated,  had  it  not  been  intended  that  the  ordi- 
nance should  take  effect  as  ordinances  usually  do,  and  the  provision 
that  the  company  shall  comply  with  such  ordinance,  all  indicate 
that  the  parties  intended  the  ordinance  to  take  effect  at  once.    .    .    . 

244 — Rehearings  and  Appeals. 

The  judge  [of  the  lower  court]     .     .     .     appended  to  his  order  a 
memorandum  from  which  it  is  claimed  that  he  only  passed  upon 
and  determined  that  the  court  had  no  authority  to  prohibit  the 
publication  of  the  ordinance  and  did  not  consider  or  determine 
the  other  questions  presented.    The  memorandum  recites  that  plain 
tiff  applied  for  an  injunction  restraining  the  publication  of  the 
ordinance,  and,  in  effect,  expresses  the  opinion  that  such  an  injunc- 
tion would  be  in  violation  of  the  contract  between  the  parties; 
that  the  city  has  the  right  to  complete  the  act  of  fixing  the  rates 
by  publishing  the  ordinance  and  that  the  remedy  of  plaintiff  is  to 
appeal  to  the  courts  after  the  rates  have  been  put  into  effect  by 
such  publication.    No  other  question  was  mentioned  or  referred  to 
therein.    The  memorandum  was  not  made  a  part  of  the  order,  how- 
ever, and  contains  no  statement  that  the  decision  was  confined  to 
the  point  discussed.     The  order  is  positive  and  unambiguous,  and 
must  be  given  effect  as  a  decision  upon  the  merits  according  to  its 
terms.     It  cannot  be  controlled  or  limited  by  inferences  that  may 
be  drawn  from  such  a  memorandum.     Alton  v.  Kailway  Co.,  107 
Minn.  457,  120  N.  W.  749;  Kipp  v.  Clinger,  97  Minn.  135,  106 
N.  W.  108 ;  Holland  v.  Railway  Co.,  93  Minn.  373,  101  N.  W.  608 ; 
Gay  v.  Kelley,  109  Minn.  101,  123  N.  W.  295,  26  L.  R.  A.  (N.  S.) 
742 ;  Pinkerton  v.  Wisconsin  Steel  Co.,  109  Minn.  117,  123  N.  W.  60. 
The  question  before  this  court  is  whether  upon  the  facts  before  the 
trial  court  the  refusal  of  that  court  to  issue  a  temporary  injunc- 
tion was  error.     The  rule  in  such  cases,  established  by  numerous 
decisions  of  this  court,  is  this:     "Where,  upon  the  hearing  of  an 
order  to  show  cause,  or  a  motion,  an  issue  of  fact  is  raised  by  the 
affidavits  and  evidence  of  the  respective  parties,  the  determination 
thereof  by  the  court  will  not  be  reversed  by  this  court  if  there 
be  evidence  reasonably  tending  to  support  it,     First  National  Bank 
of  Winona  v.  Randall,  38  Minn.  382,  37  N.  W.  799 ;  Bailsman  v. 
Tilley,  46  Minn.  66,  48  N.  W.  459 ;  State  v.  Madigan,  66  Minn.  10, 
68  N.  W.  179 ;  Stai  v.  Selden,  87  Minn.  271,  92  N.  W.  6 ;  First  State 
Bank  v.  Schatz,  104  Minn.  425,  116  N.  W.  917;  Perkins  v.  Gibbs. 
108  Minn.  151.  121  N.  W.  605;  Viers  v.  Perrv,  112  Minn.  348.  127 
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N.  W.  1120 ;  Kloppenburg  v.  Railway  Co.,  143  N.  W.  322,  filed  Oct. 
17,  1913.     .     .     . 

31 — Valuation. 

Both  plaintiff  and  the  city  employed  experts  with  a  corps  of  assist- 
ants to  determine  the  amount  of  plaintiff's  "capital  investment" 
as  defined  in  the  ordinance  of  1910,  to  determine  plaintiff's  net  in- 
come therefrom,  and  to  determine  the  rates  necessary  to  be  charged 
to  consumers  in  order  to  afford  a  fair  and  reasonable  return  upon 
such  "capital  investment."  Both  sets  of  experts  made  an  exhaus- 
tive examination  and  report,  but  differed  widely  in  their  results. 
Hearings  were  had  before  the  proper  committee  of  the  city  council, 
at  which  the  experts  testified  at  length  and  went  into  the  matter  in 
detail. 

Mr.  Baehr,  the  expert  employed  by  the  plaintiff,  computed  and 
determined  the  "capital  investment"  as  follows: 

Real  estate $    552,779.00 

Buildings   490,013.00 

Apparatus   1.310,482.00 

Piping,  etc 181,865.00 

Mains,  etc 2,089,964.00 

Street  lamps,  service,  etc 905,395.00 

Meters  in  use   550,854.00 

Meters  in  stock 15,851.00 

Stable  and  garage  equipment  and  tools 21,436.00 

Office  equipment    55,923.00 

Working  capital 500,000.00 

Depreciation  reserve  fund 346,275.00 

Going  value 2,250,000.00 

Total  $9,990,867.00 

Mr.  Marks,  the  expert  employed  by  the  city,  computed  and  deter- 
mined the  ' '  capital  investment ' '  as  follows : 

Real  estate $  226,944.00 

Buildings  and  structures 275,510.65 

Contents  of  buildings  and  structures 470,760.92 

Yard  connections  31,919.18 

10  per  cent,  on  above  two  items 50,268.01 

Holders  and  tanks 629,026.00 

Street  mains  and  lamp  posts 1,646,689.90 

Services    377,334.00 

Meters 338,943.27 

Tools  and  equipment 20,783.00 

Working  capital 250,000.00 

Total  $4,318,178.93 

We  will  not  discuss  the  manner  in  which  these  values  were  obtained, 
further  than  to  say  that  both  experts  adopted  the  so-called  repro- 
duction method;  that  both  estimated  and  determined  the  cost  of 
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reproducing'  the  plant ;  that  in  determining  the  present  value  of 
the  existing  plant  both  deducted  substantial  amounts  from  the  cost 
of  such  reproduction  for  depreciation  resulting  from  age  and  use; 
that  to  the  present  value  so  obtained  Mr.  Marks  added  12y2  per 
cent,  on  account  of  so-called  "overhead  charges,"  and  Mr.  Baehr 
added  somewhat  over  15  per  cent,  on  account  of  such  charges;  and 
that  the  amounts  added  on  account  of  such  "overhead  charges" 
are  apportioned  to  and  included  in  the  values  above  stated. 
Mr.  Baehr  estimates  that  a  rate  of  96  cents  per  thousand  cubic  feet 
of  gas  is  necessary  to  afford  a  return  of  6  per  cent,  upon  the  capital 
investment.  Mr.  Marks  estimates  that  a  rate  of  67.8  cents  per 
thousand  cubic  feet  will  afford  a  return  of  6  per  cent,  there- 
on.    ..     . 

132—    PROTECTION   FROM   COMPETITION 

WISCONSIN 

Application  of  the  Ettrick  Telephone  Company  for  Authority  to 
Extend  its  Lines  in  the  Town  of  Glasgow,  Trempealeau  County,  Wis- 
consin. Decision  of  the  Wisconsin  Railroad  Commission,  Dismissing 
the  Application.    October  17,  1913. 

The  Western  Wisconsin  Telephone  Company  entered  an  objection  to 
the  application  of  the  Ettrick  Telephone  Company.  The  objecting 
company  is  furnishing  telephone  service  in  the  territory  which  the 
applicant  proposes  to  enter  and  the  result  of  the  extension  of  the 
applicant's  line  into  Glasgow  would  be  a  further  paralleling  of  lines 
which  already  have  largely  duplicated  one  another. 

In  the  absence  of  clear  proof  that  the  company  already  rendering 
the  service  does  not  and  can  not  do  it  adequately  it  is  difficult  to  see 
how  the  Commission  can  find  that  public  convenience  and  neces- 
sity warrant  the  new  line.     .     .     . 

The  applicant  is  furnishing  service  at  $5  per  year  while  the  rate  of 
the  company  in  the  field  is  $15  per  year. 

[The]  objector  is  entitled  to  a  rate  which  will  pay  reasonable  oper- 
ating expenses,  depreciation,  and  a  fair  return  upon  its  investment, 
and  the  fact  that  its  competitor  may  choose  to  forego  its  dividends, 
neglect  the  greater  part  of  its  depreciation,  and  pay  its  operators 
less  than  a  living  wage,  do  not  constitute  a  showing  sufficient  to 
warrant  the  entrance  of  applicant  into  the  field  as  a  competitor  of 
the  objector.  It  may  be  that  the  rates  of  the  objector  are  exces- 
sive, but  if  they  are,  it  will  not  be  difficult  for  its  subscribers  to 
bring  the  matter  up  before  this  Commission  for  determination.  .  .  . 

CALIFORNIA 

Application  of  the  Pacific  Light  and  Power  Corporation  for  Cer- 
tificates of  Public  Convenience  and  Necessity,  Authorizing  the  Com- 
pany to  Furnish  Electric  Service  in  the  City  of  Newport  Beach. 
Decision  of  the  California  Railroad  Commission,  Granting  the  Ap- 
plication.    October  16,  1913. 


154  4         Rate     Research 


The  Newport  Beach  Electric  Light  arid  Power  Company  is  furnish- 
ing electric  service  in  the  territory  the  applicant  desires  to  enter.  The 
rate  charged  is  15  cents  per  kilowatt-hour,  while  the  applicant  offers 
a  rate  of  8  cents  per  kilowatt-hour.  In  granting  the  application,  the 
Commission  says: 

representatives  of  Newport  Beach  Electric  Light  and  Power  Com- 
pany testified  that  a  very  much  lower  rate  would  be  offered  if  the 
invading  company  was  kept  out  and  that  service  would  be  im- 
proved by  the  installation  of  additional  apparatus,  which  is  now 
on  the  grounds.  It  is  evident,  however,  that  until  the  Pacific  Light 
and  Power  Corporation  made  application  to  invade  this  territory, 
the  Newport  Beach  Electric  Light  and  Power  Company  had  made 
little,  if  any,  effort  to  improve  its  service  and  had  not  in  any  in- 
stance reduced  its  rates.  Therefore  under  the  rule  heretofore  laid 
down  by  the  Commission,  that  where  upon  the  application  of  a 
corporation  to  invade  territory  served  by  another  corporation,  the 
corporation  occupying  the  field  was  found  to  be  giving  poor  service 
at  unduly  high  rates,  the  application  would  be  granted,  and  the 
corporation  seeking  the  privileges  would  be  allowed  to  come  in 
and  compete,  this  application  would  be  granted. 

COMMISSION  DECISIONS 

VALUATION  DECISIONS,  1st  D.  NEW  YORK 

227    Valuation. 

Valuation  Decisions  of  the  New  York  Public  Service  Commission, 
First  District,  by  Robert  H.  Whitten.  A  Paper  Read  Before  the 
National  Association  of  Railway  Commissioners,  October  28-31,  1913. 
The  following  paragraphs  continue  this  discussion,  begun  in  4  Rate 
Research  137. 
314.3 — Bond  Discounts. 

Discount  on  bonds  is  not  considered  by  the  Commission  a  proper 
part  either  of  actual  cost  or  of  reproduction  cost.  The  question  of 
a  usual  or  normal  discount  would  doubtless  have  some  bearing  in 
determining  the  rate  of  return  to  be  allowed  a  company,  but  has  no 
direct  bearing  upon  money  cost.     .     .     . 

314.5 — Interest  During  Construction. 

It  has  been  the  practice  of  the  Commission  to  compute  interest  upon 
the  entire  cost  for  one-half  of  the  equated  period  of  construc- 
tion.    .     .     . 

315.1— Going  Value. 

The  Commission  points  out  that  certain  expenses  often  included 
in  an  estimate  of  going  value  have  been  included  by  the  Commis- 
sion in  its  allowances  for  overhead  percentages  and  preliminary 
and  development  expense.  "Value  cannot  be  made  by  the  dupli- 
cation of  titles  or  the  multiplication  of  names."  (2  P.  S.  C.  1st 
Dist.  N.  Y.  620,  638.)  Insofar  as  going  value  is  used  to  cover 
provision   for  pioneer   losses  or    failure   to   earn  profits   during   a 
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development  period  of  normal  length  the  Commission  holds  that 
it  should  he  taken  into  account  in  fixing  the  fair  rate  of  return.  In 
doing  so  the  Commission  properly  distinguishes  between  valuation 
for  rate  purposes  and  valuation  for  purchase  purposes.  In  a  rate 
case  the  justice  of  the  result  does  not  depend  upon  the  fair  value 
alone  or  on  the  rate  of  return  alone,  but  on  the  total  return  or  net 
income  allowed,  which  is  the  product  of  the  fair  value  and  the  rate 
of  return.  In  a  rate  case,  therefore,  certain  equities  may  be  pro- 
vided for,  either  in  the  fair  value  or  in  the  rate  of  return.  If  they 
have  been  considered  in  the  rate  of  return  it  would  be  duplication 
to  allow  for  them  again  in  the  fair  value,  and  vice  versa.     .     .     . 

In  this  connection  it  is  interesting  to  note  that  in  the  Minnesota 
Railroad  Rate  Cases  the  Supreme  Court  of  the  United  States, 
while  it  did  not  discuss  the  general  topic  of  going  value,  did  in 
considering  adaptation  and  solidification  as  an  offset  for  depre- 
ciation refer  to  the  fact  that  "knowledge  derived  from  experience" 
and  "readiness  to  serve"  were  mentioned  as  additional  offsets  and 
holds  that  "the  realization  of  the  benefits  of  property  must  always 
depend  in  large  degree  on  the  ability  and  sagacity  of  those  who  em- 
ploy it,  but  the  appraisement  is  of  an  instrument  of  public  service, 
as  property,  not  of  the  skill  of  the  users." 

The  Commission  points  out  that  throughout  its  appraisals  all  units 
are  treated  as  parts  of  a  going  concern,  and  not  as  parts  of  a  sys- 
tem that  is  to  be  dismantled  and  sold  as  second-hand  prop- 
erty.    .     .     . 

Some  court  decisions  and  even  certain  decisions  of  the  United 
States  Supreme  Court  seem  to  mean  that  the  going  concern  factor 
is  given  sufficient  consideration  if  a  plant  in  successful  operation  is 
given  a  valuation  based  on  cost-less-depreciation  of  the  complete 
plant,  and  not  on  the  mere  salvage  value  of  its  separate  units  (see 
Cumberland  Telephone  and  Telegraph  Company  vs.  City  of  Louis- 
ville, 187  Fed.  637,  646;  affirmed  225  U.  S.  430;  also  Cedar  Rapids 
Gas  Light.  Company  vs.  City  of  Cedar  Rapids,  223  U.  S.  655,  669. 

315.3 — Special  Contracts. 

In  the  Kings  County  Lighting  case,  2  P.  S.  C.  1st  Dist.  N.  Y.  659. 
the  company  claimed  that  there  should  be  included  in  the  valuation 
a  capitalization  of  profits  from  an  exceedingly  profitable  street 
lighting  contract  which,  at  the  time  of  the  valuation,  still  had  5 
years  to  run.  The  Commission  rejected  this  claim.  The  matter  is 
discussed  by  Commissioner  Maltbie  as  follows  (at  pages  692-693)  : 
"The  contention  of  the  company  as  represented  by  the  testimony 
of  this  witness  in  substance  is  that  the  profits  from  this  contract 
for  its  remaining  life  shall  be  capitalized,  that  the  amount  thus 
reached  shall  be  added  to  the  fair  value  of  its  property  and  that 
the  rates  shall  be  such  as  will  provide  a  fair  return  thereon.  In 
other  words,  the  city  or  the  taxpayers  must  pay  an  exorbitant 
price  for  street  lighting,  and  yet  the  general  consumers  must  pay 
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enough  to  yield  an  ample  return  (10  per  cent  is  urged)  upon  the 
capitalized  value  of  such  abnormal  profits,  capitalized  upon  a  basis 
of  41/2  or  5  per  cent.  The  absurdity  of  such  a  contention  is  ap- 
parent.    .     .     . 

318— Working  Capital. 

The  Commission  holds  that  taxes,  interest,  dividends,  and  other  fixed 
charges,  are  paid  from  operating  income,  and  refuses  to  allow  for  new 
construction,  extensions  and  additions  under  working  capital;  but 
holds  that  "it  does  seem  proper  to  provide  for  materials  and  supplies 
to  meet  repairs  and  renewals  promptly." 

319— Land. 

In  its  valuations  the  Commission  has  taken  the  position,  following 
what  it  believes  to  have  been  the  decisions  of  the  courts,  "that 
land  should  be  taken  at  its  present  fair  value,  provided  the  plant 
is  wisely  located  and  well  planned."  (2  P.  S.  C.  1st  Dist.  N.  Y. 
659,  684.)  The  Commission  points  out,  however,  that  inasmuch  as 
the  buildings  upon  the  land  are  appraised  upon  a  use-value  basis, 
instead  of  a  scrap-basis,  there  would  be  duplication  and  inconsist- 
ency in  appraising  the  land  at  the  highest  price  it  might  bring, 
assuming  the  land  to  be  unoccupied.     . 

The  Commission  has  refused  to  allow  the  fair  value  of  the  land 
to  be  increased  by  an  estimate  of  the  assumed  cost  of  buildings 
upon  the  land  at  the  time  of  purchase.     .     .     . 

The  Commission's  refusal  to  apply  the  strict  reproduction  theory 
to  land  value  is  clearly  upheld  in  the  recent  decision  of  the  United 
States  Supreme  Court  in  the  Minnesota  Railroad  Rate  Cases  (230 
U.  S.  — ).  The  Supreme  Court  goes  further,  however,  and  dis- 
allows all  overhead  charges,  including  interest  during  construc- 
tion, that  have  been  included  as  a  percentage  on  land  value. 

The  question  of  unused  or  partially  used  land  is  considered  at 
length  in  the  Kings  County  Lighting  Case  (2  P.  S.  C.  1st  Dist. 
N.  Y.  659)  and  in  the  Brooklyn  Borough  Gas  Case  (2  P.  S.  C.  1st 
Dist.  N.  Y.  620).  In  the  former  case  Commissioner  Maltbie  says 
(at  pages  684-686)  :     .     .     . 

"It  is  the  opinion  of  the  Commission  that  a  company  should  be 
allowed  reasonable  latitude,  that  it  should  not  be  penalized  for 
purchasing  land  somewhat  in  advance  of  its  needs  and  that  the 
resulting  revenue  or  profit,  being  a  necessary  adjunct  of  the 
distribution  of  gas  to  the  extent  that  the  property  itself  is  a  part 
of  the  gas  property,  shall  be  considered  part  of  the  income  of  the 
company. 

"Applying  these  principles  to  the  facts  in  this  case,  it  is  clear  that 
the  land  which  is  not  used  even  in  part  for  gas  purposes  should 
be  excluded  from  consideration ;  it  should  not  be  included  among 
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the  property  upon  which  a  fair  return  is  to  be  earned,  and  the 
income  therefrom  should  not  be  treated  as  part  of  the  income  of 
the  company  for  the  purposes  of  this  case.     .     .     ." 

32 — Appreciation. 

Although  the  Commission  takes  land  at  its  present  or  appreciated 
value  it  has  adopted  a  method  of  treating  appreciation  as  income, 
and  thus  neutralizing  to  a  certain  extent  the  effect  of  appreciating 
land  values  in  the  determination  of  a  reasonable  rate  of  charge. 
If  the  problem  is  to  determine  the  fair  cost  of  production,  it  is 
clear  that  income  or  profit  from  every  source  must  be  considered. 
The  Commission  holds  that  "the  profit  obtained  from  increasing 
land  values  from  which  one  receives  an  income  is  just  as  real  as 
any  profit.  The  person  who  rents  property  that  cost  him  $10,000 
several  years  ago  at  a  rental  which  yields  him  a  return  upon  $50,- 
000,  has  just  as  certainly  realized  a  profit  from  the  increased  value 
of  the  land  as  if  he  had  sold  it  and  invested  the  $50,000  elsewhere. 
The  Commission  throughout,  from  1909  to  1915,  allowed  iy2  per 
cent,  return  upon  the  increasing  value  of  the  land,  and  it  must,  in 
order  to  be  consistent,  consider  the  annual  increase  as  a  profit  for 
the  purposes  of  this  case."  (2  P.  S.  C.  1st  Dist.  N.  Y.  714, 
729).     .     .     . 

Some  persons  in  considering  the  matter  very  frankly  admit  that 
appreciation  in  land  value  does  constitute  a  very  important  part 
of  the  real  income  of  certain  public  service  companies.  But  they 
argue  that  inasmuch  as  this  source  of  additional  income  was  prob- 
ably counted  on  by  those  who  originally  invested  money  in  the 
enterprise  it  is  not  fair  to  deny  them  the  advantage  of  such  appre- 
ciation in  a  rate  case.  In  this  they  overlook  the  true  nature  of  a 
"fair  average  return."  A  "fair  average  return"  is  assumed  to 
be  not  a  part  payment  but  a  payment  in  full.  It  should  necessarily 
take  into  consideration  all  the  conditions  and  be  full  compensation 
for  the  service  rendered.  If,  however,  the  view  is  taken  that  income 
from  land  appreciation  should  be  over,  the  view  is  taken  that  in- 
come from  land  appreciation  should  be  treated  as  a  separate  and 
additional  item  and  should  not  be  included  in  the  fair  return, 
then  the  fair  return  must  necessarily  be  reduced  by  the  amount 
of  such  appreciation.  The  result  is,  of  course,  the  same.  If  appre- 
ciation is  disregarded  in  the  income  account,  it  must  nevertheless 
be  considered  in  fixing  the  rate  of  return.  There  is  no  escape  from 
the  logic  of  the  position  that  in  determining  a  fair  average  return 
profits  from  every  source  must  in  some  way  be  considered.  If  they 
are  not  included  in  the  income  account,  they  must  necessarily  be 
considered  in  fixing  the  fair  rate  of  return.  There  can  be  neither 
logic  nor  equity  in  the  position  that  a  total  fair  average  return  can 
be  determined  without  a  due  allowance  for  profits  from  apprecia- 
tion in  land  value. 

(The  remaining  paragraphs  of  this  paper — those  treating  of  rate  of  return, 
accrued  depreciation,  and  annual  rate  of  depreciation — will  be  given  in  the  next 
number  of  Rate  Research.) 
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REFERENCES 

RATES 

4 — Rate  Theory. 

Kates  for  Electric  Service,  by  S.  M.  Kennedy.  Electrical  World, 
1V4  pages,  November  22,  1913,  p.  1066. 

This  is  a  communication  to  the  editors  of  the  Electrical  World,  answering  the 
letter  by  Percival  R.  Moses,  abstracted  in  4  Rate  Research  92.  The  criticism  is 
made  that  Mr.  Moses'  article  ignores  the  reasons  for  the  conditions  underlying 
the  electric  rates,  to  which  lie  has  objected.  There  is  an  outline  of  the  causes 
for  the  differences  between  gas  and  electric  rates;  of  the  relative  profitableness 
of  various  classes  of  electric  customers;  and  of  the  variations  in  use  of  elec- 
tricity for  motor  service,  which  make  possible  lower  rates.  The  statement  is 
made  that  the  rate  regulating  bodies  are  agreed  that  there  may  be  discrimination 
in  charging  for  electric  service  as  between  different  classes  of  customers  sup- 
plied, but  that  there  shall  be  no  discrimination  between  individual  consumers 
of  the  same  class.  Public  Utility  commissions  have  officially  recognized  that 
demand,  load-factor,  hours  of  use  and  quantity  are  conditions  which  justify  varia- 
tions in  charging  for  service.  As  to  the  assertion  that  large  consumers  are  some- 
times supplied  at  less  than  cost,  the  statement  is  made  that  large  loads  are 
generally  not  only  profitable  in  themselves,  but  are  of  immense  value  in  helping 
to.  reduce  average  costs;  that  it  would  be  folly  for  a  company  to  serve  a  cus- 
tomer at  less  than  cost,  in  that  it  would  be  loading  itself  down  with  an  unneces- 
sary burden,  and  would  probably  be  called  upon  to  justify  its  rates  before  .the 
State  Commission,  and  to  demonstrate  that  the  service  is  not  supplied  at  a  loss, 
but  is  carrying  with  it  a  reasonable  profit. 

INVESTMENT  AND  RETURN 

331.1 — Capitalization  for  Rate  Making  Purposes. 

Distinction  Between  Value  for  Taxes  and  Rate  Purposes,  by 
Robert  H.  Written,  a  Paper  Read  before  the  National  Tax  Associ- 
ation, October  23,  1913. 

This  is  a  consideration  of  the  question  as  to  whether  an  identical  valuation 
can  serve  for  all  of  the  general  purposes  for  which  public  valuations  arc  made. 
The  statement  is  made  that  the  best  considered  decisions  are  those  in  which 
the  problem  of  valuation  has  been  worked  out,  solely  with  reference  to  what 
is  best  and  reasonable,  with  reference  to  the  specific  purpose  for  which  the 
valuation  was  made.  It  is  said  that  if  the  property  of  public  service  corpora- 
tions is  to  be  taxed  upon  the  market  or  exchange  value  it  is  at  once  evident  that 
there  must  be  a  divergence  between  valuation  for  rate  and  tax  purposes.  The 
capitalized  probable  net  return  is  the  investment  value.  The  impossibility  of 
basing  reasonable  rates  on  this  value  that  is  of  itself  determined  by  reason- 
able rates  is  apparent.  It  is  asserted  that  methods  of  ad  valorem  taxation 
must  be  worked  out  witli  an  eye  single  to  what  is  best  and  practical  in  taxation, 
and  methods  of  valuation  for  rate  purposes  must  be  worked  out  with  an  eye 
to  what  is  just  and  constitutional  in  rate  making. 


33 — Capitalization. 

Railroad  Financing  of  the  Future,  by  James  J.  Hill.  An  Address 
Delivered  before  the  Investment  Bankers'  Association  of  America, 
October  30,  1913.     The  Economist,  4  pages,  October  31,  1913,  p.  1. 

This  discusses  the  economics  of  credit,  and  the  inflation  which  lias  resulted  in 
the    deterioration    of    bonds.      Conditions    with    regard    to    municipal    and    indus- 
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trial  bonds  are  considered  and  the  gravity  of  the  present  financial  situation, 
resulting  from  the  "unchecked  rage  for  borrowing,''*  noted.  Railroad  bonds 
are  upheld  as  the  best  of  investments,  on  account  of  the  fact  that  they  have 
maintained  an  excellent  reputation  in  the  past,  and  because,  on  account  of 
the  nature  of  the  railroads  themselves,  security  for  them  cannot  altogether 
vanish. 

3 — Investment  and  Return. 

Springfield  (Missouri)  Gas  and  Electric  Co.  Rates  Case.  Elec- 
trical   World,  November  22,  1913,  p.  1047. 

This  discusses  the  questions  at  issue  in  this  case.  Hearings  on  which  have  just 
been  completed,  and  gives  the  result  of  the  valuations  made  by  the  different 
experts.  The  direct  issue  is  the  question  of  the  rate  for  residence  lighting.  The 
company  have  been  charging  a  maximum  rate  of  15  cents  per  kilowatt-hour  less 
a.  discount  of  10  per  cent  for  prompt  payment,  and  has  signified  its  willingness 
to  reduce  its  maximum  to  12  cents.  The  citizens  have  asked  for  a  rate  of  six 
cents.  The  various  estimates  of  the  value  of  the  property  range  from  $403,650 
to  $508,675. 

This  is  the  first  rate  case  of  importance  before  the  Missouri  Commission,  and  is 
of  special  interest  in  that  it  will  show  the  Commission's  position  on  important 
valuation  and  rate-making  problems. 

PUBLIC  SERVICE  REGULATION 

2 — Public  Service  Regulation. 

Address  by  President  Caldwell  to  the  Members  of  the  Invest- 
ment Bankers  Association  of  America.  The  Economist,  2  pages, 
October  29,  1913,  p.  3. 

This  gives  an  outline  of  the  work  done  by  the  association,  and  by  its  various 
^committees  during  the  past  year.  In  speaking  of  the  work  of  the  Committee 
on  Public  Utility  Bonds,  Mr.  Caldwell  stated  that  public  service  commission 
regulation  is  a  spirit  of  co-operation,  supplanting  the  old  idea  that  the  railroad, 
the  gas  company,  or  the  electric  light  and  power  company  is  to  be  forced  into 
submission  by  legislative  coercion  or  similar  methods;  that  sane  regulation  is  to 
be  welcomed,  because  it  improves  securities,  and  has  brought  about  better  quality 
and  broader  market  to-day  than  existed  twenty  or  even  ten  years  ago. 

In  connection  with  the  discussion  of  Municipal  Bonds,  the  statement  is  made 
that  municipal  ownership  of  utilities  borders  too  much  on  making  private  busi- 
ness public  business,  with  an  increase  of  the  business  risk,  for  in  ninety  per 
cent  of  cases  tried,  it  is  a  failure. 

221.1 — Stocks  and  Bonds. 

Report  of  the  Committee  on  Legislation,  Investment  Bankers' 
Association  of  America,  Delivered  by  Allen  G.  Hoyt.  The  Econo- 
mist, October  30,  1913,  p.  14. 

This  outlines  the  work  of  the  committee  on  legislation  for  the  past  year.  It  is 
said  that  in  practically  none  of  our  legislatures  are  bills  given  a  judicial  con- 
sideration; that  few  legislatures  have  a  bill  drafting  bureau  or  drafting  depart- 
ment; that  the  committee  is  in  sympathy  with  any  fair  and  practical  statute 
which  will  prevent  the  distribution  of  wild-cat  securities  and  which  will'protect 
investors  against  fraud,  but  it  is  opposed  to  the  crude  paternalistic  measures 
adopted  in  many  states.  The  statement  is  made  that  much  good  has  been  done 
by  some  of  the  regulatory  laws,  but  in  this  country  we  have  the  dangerous  habit 
of  going  to  extremes  and,  if  we  proceed  much  further  with  our  policy  of  restrict- 
ing business  and  with  limiting  the  free  employment  of  capital,  our  progress  is 
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surely  going  to  slow  up  under  the  strain.  Attention  is  drawn  to  the  fact  that 
foreign  investors  are  now  turning  to  South  America  and  other  foreign  fields, 
instead  of  to  America,  in  seeking  profitable  employment  for  their  capital.  It  is 
asserted  that  unless  capital  is  offered  assurance  of  fair  treatment  and  the  oppor- 
tunity to  make  a  profit  commensurate  with  the  risks  involved,  railroad  develop- 
ment in  the  next  few  years  will  not  keep  up  with  the  needs  of  our  growing 
country. 

MUNICIPALITIES 

84 — Municipal  Operation. 

"Wakefield  Municipal  Plant  to  Purchase  Energy.  Electrical 
World,  November  22,  1913,  p.  1037. 

This  states  that  at  a  largely  attended  town  meeting  at  Wakefield,  Mass.,  Novem- 
ber 17  the  citizens  voted  to  discontinue  electrical  production  at  the  local  munici- 
pal lighting  plant  and  to  purchase  energy  from  an  outside  source  for  a  trial 
period  of  one  year.  The  local  lighting  board  announced  at  the  meeting  that 
outside  energy  can  be  secured  at  one-half  the  cost  of  operating  the  existing 
station.  It  was  suggested  that  a  reduction  in  rates  from  the  present  15-cent  to 
a  10-cent  maximum  would  be  possible  under  the  new  arrangement.  At  the 
meeting  the  fact  was  also  brought  out  that  municipal  operation  has  cost  the 
town  about  $240,000  more  for  street  and  commercial  lighting  than  would  have 
been  the  case  had  energy  been  secured  at  rates  prevailing  in  the  vicinity.  The 
Maiden  Electric  Company  and  other  energy-supply  organizations  may  be  asked 
to  offer  competitive  bids. 

89 — Municipal  Statistics. 

The  Value  of  Municipal  Statistics  Issued  by  the  Bureau  of  the 
Census,  Editorial,  Engineering  and  Contracting,  November  26, 
1913,  p.  590. 

This  discusses  the  general  statistics  of  American  cities,  published  by  the  Bureau 
of  the  Census,  and  mentional  in  4  Rate  Research  48.  The  statement  is  made 
that  the  text  of  the  report  as  well  as  the  tabulations  should  serve  to  show 
city  officials  and  the  public  the  very  faulty  and  incomplete  methods  now  in 
vogue  for  keeping  municipal  accounts  and  records.  It  is  said  that  in  many 
cities  the  accounting  is  so  imperfect  and  incomplete  that  there  is  no  apparent 
correlation  of  financial  and   physical   statistics. 

GENERAL 

19 — General  History  of  Electric  Utilities. 

Directory  of  Public  Utilities  in  Wisconsin:  Part  1,  Electric 
Lighting  and  Power.  A  Compilation  of  Electric  Lighting  and  Power- 
Utilities  Giving  Plant  Equipment,  Officials,  Municipal  and  Commer- 
cial Lighting,  Made  by  the  Engineering  Staff  of  the  Commission. 
Pamphlet,  93  pages. 

This  gives  general  descriptive  data  of  the  electric  light  plants  of  the  state. 
The  material  lias  been  arranged  in  alphabetical  order  according  to  the  munici- 
palities served.  The  appendix  includes  a  list  of  the  plants  in  the  order  of 
population  of  the  municipalities,  and  lists  of  the  municipal  plants,  plants 
operated  in  connection  with  other  public  utilities  and  with  industrial  estab- 
lishments, utilities  operating  in  more  than  one  municipality,  plants  purchasing 
power,  water  power  plants,  gas  producer  plants,  storage  battery  plants,  oil 
engine  plants,  and  the  names  of  electric  lighting  utilities  where  the  city  served 
is  not  apparent  from  the  name  of  the  utility. 
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For  statement   of   facts  and  opinions   contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATES 

72 — Rate  Schedules. 

Investigation  on  Motion  of  the  Wisconsin  Railroad  Commission  of 
the  Rules,  Regulations  and  Practices  of  the  Chippewa  Valley  Rail- 
way, Light  and  Power  Company  in  Force  in  the  City  of  Eau  Claire 
(pop.  18,310).  Decision  of  the  Commission  Establishing  Electric  Rates, 
November  4,  1913. 

A  decision  in  this  case  was  rendered  November  11,  1912  (see  3  Rate 
Research,  243),  giving  the  utility  a  choice  between  two  rate  schedules. 
This  order  was  suspended  on  the  ground  that  the  utility  had  addi- 
tional facts  to  present  which  had  not  been  before  the  Commission. 

Upon  further  investigation  of  the  entire  rate  situation  in  Eau  Claire 
the  former  order  was  revoked,  and  the  Company  was  ordered  to  put 
in  effect,  on  December  1,  1913,  the  following  rate  schedule : 

RESIDENCE    LIGHTING    RATE. 
Rate. 

Demand  Charge. 

15  cents  per  month  per  50  watts  of  active  connected  load. 

Energy  Charge. 

3  cents  per  kilowatt-hour. 

Determination  of  Active  Connected  Load. 

60%       of  the  first     500-watts  shall  be  deemed  active. 
33y3%    "     "    next  3000-watts      "       " 
20%        "  all  excess      "  "       "       "  " 

(Appliances  excluded.) 

Minimum  Charge. 

$1.00  per  month  per  meter. 
Maximum  Rate  not  to  exceed  9  cents  per  kilowatt-hour   (except  where  authorized 
by  minimum  charge). 

BUSINESS    LIGHTING    RATE 

Lighting  will  be  done  by  means  of  approved  incandescent  lamps,  or  by  6  ampere 
a.  c.  arc  lamps,  at  the  option  of  the  consumer. 

Rate. 

Same    as    for    residences    with    the    exception    noted    under    window    display 
lighting. 

Determination  of  Active  Connected  Load. 
Entire  connected  load  is  considered  active. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Window  Display  Lighting. 

To  consumers  under  the  business  lighting  rate,  not  using  more  than  100%  nor 
less  than  10%  of  their  total  connected  interior  capacity  for  window  display 
purposes,  all  lights  so  used  shall  be  considered  and  paid  for  as  non-active  lights, 
at  the  rate  of  3  cents  per  kw.  hr.  for  the  current  consumed,  and  the  maximum 
rate  to  all  consumers  who  shall  come  within  the  terms  of  the  proviso  shall  not 
exceed  G  cents  per  kw.  hr.  for  the  total  current  used.  In  case  the  capacity  of 
the  window  lights  exceeds  the  interior  lights,  such  excess  shall  be  paid  for  under 
the  meter  rate  for  window  lighting. 

Window,  sign  and  advertising  lighting  where  not  connected  with  interior  lighting 
shall  be  paid  for  under  either  of  the  following  schedules: 

A.  Flat  Rate  for  unmetered  window,  sign  and  advertising  lighting,  contracted 
to  burn  accordng  to  the  schedule  tabulated  below  on  yearly  contracts.  Lights 
to  be  turned  on  and  off  by  the  company. 

Hours  of  Burning  On  Off 

Jan.  1-15  4:10  11:30 

"  16-31  4:30  11:30 

Feb.  1-15  4:45  11:30 

16-28  5:00  11:30 

Mar.  1-15  5:30  11:30 

"  16-31  6:00  11:30 

Apr.  1-15  6:30  11:30 

"  16-30  6:50  11:30 

May  1-15  7:10  11:30 

"  16-31  7:30  11:30 

June  1-15  7:50  11:30 

"  16-30  8:00  11:30 

July  1-15  8:00  11:30 

"  16-31  7:50  11:30 

Aug.  1-15  7:40  11:30 

"  16-31  7:25  11:30 

Sept.  1-15  7:00  11:30 

16-31  6:20  11:30 

Oct,  1-15  5:35  11:30 

"  16-31  4:50  11:30 

Nov.  1-15  4:10  11:30 

"  16-30  4:00  11:30 

Dec.  1-31  3:45  11:30 

$     .41  per  month  for       5  watts  connected. 

9  Q(-r       a  a  it        25  "  " 

O    l)Q  it  It  it  Af\  ft  it 

4T0  "  "  "  50 

4.92  "  "  "  60       " 

8.10  "  "  "  100       " 

12.28  "  "  ""  150 

20.50  "  "  "  250 

B.  Meter  Rate.  10  cents  per  month  per  50-watt  connected  capacity  plus  3 
cents  per  kw.  hr.  for  all  current  consumed.  The  maximum  rate  for  this  class  of 
service  shall  be  6  cents  per  kw.  hr. 

Hotels,  Clubs  and  Boarding  Houses:  The  rate  shall  be  15  cents  per  month  for  all 
active  lights  and  3  cents  per  kw.  hr.  for  all  current  consumed.  In  this  class 
55  percent  of  the  connected  load  shall  be  deemed  active. 

Auditoriums,  Dancing  Halls,  Opera  Houses,  Lodge  Rooms,  Churches,  V.  M.  C.  A., 
Warehouses,   Warerooms  or   Wholesale  and  Jobber's  Houses  and  Manufacturing 

Plants:     The  rate  shall  he  15  cents  per  month  for  one-third  of  all  connected  units 
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of  500-watts  or  its  equivalent  and  3  cents  per  k\v.  hr.  for  all  current  consumed, 
provided  that  all  lights  in  general  offices  and  clerical  rooms  of  this  class  shall 
he  rated  as  active  lights. 

Arc  Lighting. 

Rate. 

Demand  Charge. 

45  cents  per  month  for  each  G  ampere  a.  c.  lamp  connected. 

Energy  Charge. 

3  cents  per  kilowatt-hour  for  all  current  consumed. 

Maximum  rate  shall  not  exceed  6  cents  per  kilowatt-hour  for  the  total  current 
used  each  month. 

Lamp  Renewals. 

In  all  foregoing  rates,  unless  otherwise  specifically  stated,  the  consumer  shall 
furnish  and  renew  all  lamps,  except  arc  lamps,  and  all  switching  and  wiring  on  the 
premises,  and  the  company  shall  furnish  arc  lamps,  transformers,  meters  and 
sufficient  wiring,  pole  line  and  other  equipment  necessary  to  deliver  the  current 
to  the  premises. 

Terms  and  Conditions. 

The  company  shall  not  be  required,  at  its  own  expense,  to  furnish  or  install 
meters  for  any  consumer  using  less  than  five  50-watt  units,  or  the  equivalent 
thereof,  in  any  one  building  and  shall  be  authorized  to  charge  consumers  using 
three  or  more' such  units  the  flat  rate;  or  the  company  may,  at  its  own  option, 
install  a  meter  for  any  such  consumer,  in  which  event  the  rate  shall  be  specified 
in  the  above  classification. 

RESIDENCE  FLAT  RATE. 
Rate. 

30  cents  per  month  per  50-watt  unit. 

Minimum  Charge. 

90  cents  per  month. 

BUSINESS  FLAT  RATES. 
Rate. 

50  cents  per  month  per  50-watt  unit. 

Minimum   Charge. 
$1.50  per  month. 

Editorial  Note: — In  preparing  this  rate  schedule  the  Commission  has 
aimed  to  eliminate  discrimination  and  certain  objectionable  features 
of  the  old  rates  while  retaining  the  company's  former  classification 
and  form  of  schedule. 

COMMISSION  DECISIONS 

NEW  JERSEY 

335 — issues  of  Stocks  and  Bonds. 

Petition  of  the  New  York  and  New  Jersey  Water  Company  for 

Approval  of  the  Issue  of  Bonds  as  Collateral  Trust  Notes.     Decision 
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of  the  New  Jersey  Board  op  Public  Utility  Commissioners,  Dis- 
missing the  Petition,  July  8,  1913. 

The  applicant  asked  for  authority  to  issue  $125,000  of  bonds  and 
$225,000  of  notes  and  to  issue  an  additional  $65,000  of  bonds  as  part 
of  the  collateral  security  for  the  notes.  It  was  held  that  the  disparity 
between  the  value  of  the  securities  and  the  value  of  the  property  to 
be  acquired  was  too  great  to  warrant  the  Board's  approval  of  the 
proposed  issue.  In  regard  to  the  issue  of  $65,000  of  bonds  as  part 
collateral  the  decision  says : 

We  incline  to  the  opinion  that  such  issue  of  bonds  as  collateral 
must  be  regarded  as  the  issue  sale  and  delivery  of  securities  to 
which  the  statute  refers.  If  this  be  so,  the  disparity  in  values 
previously  noted  of  securities  given  and  assets  obtained  is  increased 
to  over  $100,000. 

Subsequent  to  the  date  of  this  decision,  the  Board  issued  a  general 
memorandum  (September  22,  1913)  relating  to  "the  pledging  by 
public  utility  companies,  subject  to  the  jurisdiction  of  the  Board,  of 
their  bonds  as  collateral."  The  statutes  in  regard  to  the  issue  of  bonds 
are  cited  and  attention  is  called  to  Pfister  et  al.  v.  Milwaukee  Electric 
Railway  Co.  et  al.  (Wis.),  53  N.  W.  Rep.  27,  in  which  a  similar  statute 
was  construed.     This  case  says : 

When  a  corporation  puts  its  bonds  beyond  its  control  by  hypothe- 
cating them  as  security  for  loans,  it  issues  them,  within  the  meaning 
and  intention  of  the  statute. 

In  the  absence  of  a  specific  case  before  it  the  Board  does  not  determine 
that  the  statutes  wholly  prevent  public  utility  corporations  from 
issuing  bonds  as  collateral  to  loans,  but  it  does  determine  that  such 
issues  require  the  authorization  of  the  Board. 

NEW  JERSEY 

22 — General  Powers  of  Commission. 

Complaint  of  Delaware  and  Atlantic  Telegraph  and  Telephone 
Company  v.  City  of  Ocean  City,  Alleging  that  the  City  Ordinance 
Requiring  the  Utility  to  Substitute  an  Underground  System  for  its 
Present  Overhead  System  is  Unreasonable  and  Unjust.  Decision  of 
the  New  Jersey  Board  op  Public  Utility  Commissions,  Dismissing 
the  Complaint  for  Lack  of  Jurisdiction,  May  13,  1913. 

Without  considering  the  merits  of  the  application,  the  decision  dis- 
cusses the  power  of  the  Board  to  pass  upon  any  city  ordinance  relat- 
ing to  a  public  utility,  and  outlines  the  powers  and  duties  of  the 
Board  with  respect  to  the  actions  of  municipalities  in  general.  A 
summary  is  given  of  the  powers  conferred  by  Ch.  197,  Laws  of  1907, 
creating  the  Board  of  Railroad  Commissioners,  and  by  Ch.  41,  Laws 
of  1910,  changing  the  same  to  Board  of  Public  Utility  Commission 
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and  extending  its  jurisdiction  over  all  Public  Utilities  (including  rail- 
roads).    The  decision  then  says: 

The  ninth  section  of  this  amendatory  and  supplemental  act  (Ch. 
41,  Laws  of  1910)  is,  in  part,  as  follows: 

"Any  public  utility,  as  herein  defined,  may  appeal  to  said  Board 
from  any  order  or  regulation  made  under  existing  law  by  any 
local,  municipal  or  county  governing  body,  and  said  Board  is 
hereby  given  jurisdiction  to  hear  said  appeal  and  to  determine  the 
matter  in  question  on  its  merits,  and  make  such  order  in  the  prem- 
ises as  may  seem  just  and  reasonable. ' ' 

This  section  of  the  amendatory  and  supplemental  act  was  in  turn 
amended  by  Chapter  17  of  the  Laws  of  1911 ;  the  amendment,  how- 
ever, left  unchanged  the  provisions  before  quoted. 
The  insistment  of  the  respondent  muncipality,  however,  is  that 
the  provision  is  now  inoperative  and  that  its  repeal  was  effected 
by  the  enactment  of  Chapter  195  of  the  Laws  of  1911. 
In  the  fact  that  this  statute  (Ch.  195,  Laws  of  1911)  so  compre- 
hensively covers  the  general  field  of  legislation  which  was  subject 
matter  of  Chapter  197  of  the  Laws  of  1907  and  Chapter  41  of  the 
Laws  of  1910,  the  Board  finds  a  clear  indication  of  legislative  in- 
tent to  repeal  the  latter  statutes  and  substitute  for  the  scheme  of 
regulation  provided  by  these  statutes,  the  more  comprehensive 
scheme  of  regulation  embodied  therein. 

The  provision  [Sec.  9,  Ch.  41,  Laws  1910  above  quoted]  was  not, 
however,  carried  over  into  Chapter  195  of  the  Laws  of  1911 ;  nor 
was  any  provision  on  the  subject  matter  thereof  inserted  therein. 
This  situation  may  ...  be  fairly  taken  as  indicating  the 
specific  legislative  intent  not  to  confer  upon  the  administrative 
body  created  by  Chapter  195  of  the  Laws  of  1911  the  power  to 
entertain  and  pass  upon  appeals  from  the  orders  and  regulations 
of  local,  municipal  and  county  governing  bodies  which,  under  the 
former  statutes,  was  vested  in  the  administrative  bodies  constituted 
thereby  .  .  .  and  may,  in  the  judgment  of  the  Board,  well  be 
taken  as  indicating  further  the  legislative  intent  to  confine  the 
duties  and  powers  of  the  Board  with  respect  to  municipal  action 
to  those  thereby  specifically  imposed  and  conferred.  .  .  . 
These  conclusions  are  supported  by  the  following  cases: 
Bracken  v.  Smith,  12  Stew.  169 ;  Gartner  v.  Cohen,  20  Vr.  125 ; 
Haynes  v.  Cape  May,  23  Vr.  180;  DeGinther  v.  Home,  etc.,  29  Vr. 
357 ;  Camden  v.  Varney,  34  Vr.  329 ;  Lakewood  v.  Havens,  47  Vr. 
170 ;  Fishblatt  v.  Atlantic  City,  79  At.  887 ;  Atlantic  City  v.  Lar- 
eomb,  79  At.  1068. 

WISCONSIN 

84 — Public  or  Municipal  Ownership. 

Application  of  the  Fennimore  Municipal  Water  and  Light  Plant 

for  Increase  in  Water  Rates.     Decision  of  the  Wisconsin  Railroad 

Commission  Fixing  Rates,  June  30,  1913. 

In  making  the  usual  investigation  as  a  basis  for  rate  making  the 


168  4         Rate     Research 


commission  was  forced  to  use  comparative  statistics  from  other 
plants  similar  to  the  Fennimore  plant  for  the  reason  that  the  utility's 
records  have  heen  poorly  kept  and  departmental  accounts  have  not 
been  kept  clear  from  general  village  business.  The  village  is  in- 
structed as  to  the  proper  method  of  keeping  its  accounts;  changes 
in  financial  policy  are  found  to  be  necessary;  and  a  new  rate  schedule 
is  provided. 

222 — Accounts. 

The  fact  that  a  water  works  plant  is  small  is  no  excuse  for  laxity 
in  its  system  of  records  and  accounting.  .  .  .  There  should  be 
consistent  and  systematic  supervision  of  the  expenditures  of  the 
utility. 

Justice  Timlin  has  said:  "Experience  tends  to  show  that  public 
officers,  as  well  as  private  citizens,  are  apt  to  rise  in  character  and 
dignity  to  meet  responsibility,  but  to  shift  responsibility  where  op- 
portunity of  shifting  is  easily  afforded,  and  thereby  to  deteriorate 
in  efficiency  and  in  character. 

341 — Bond  Interest. 

An  erroneous  financial  policy  is  followed  by  many  small  utilities  in 
which  the  village  pays  out  of  the  general  fund  the  interest  on 
bonds  representing  the  equity  of  the  village  in  the  plants,  and  the 
principal  of  the  bonds  as  the  same  mature.  In  this  event  the  gen- 
eral taxpayer,  who  may  not  be  getting  any  service  from  the  utility 
whatsoever,  is  obliged  to  contribute  to  the  expense  of  the  utility, 
so  those  who  do  receive  service  may  enjoy  the  use  of  the  same  at. 
a  low  price  at  his  expense. 

36 Depreciation. 

No  provision  for  depreciation  has  ever  been  made  by  the  plant, 
either  in  the  water  or  electric  departments.  Losses  due  to  depre- 
ciating value  and  efficiency  must  be  made  good  by  regular  renewals 
of  the  property  if  the  investment  is  to  be  kept  intact  and  the  effi- 
ciency of  the  service  maintained.  The  cost  of  depreciation  is  by 
its  nature  an  operating  expense  and  should  be  borne  by  the  con- 
sumers in  the  form  of  rates  that  are  high  enough  to  cover  this  cost. 
The  law  provides  that  money  so  collected  from  the  consumers  shall 
not  be  permanently  diverted  or  used  for  any  other  purpose  than 
for  the  renewal  of  the  depreciated  property.     .     .     . 

Many  municipal  plants  have  failed  because  of  the  incorrect  estima- 
tion of  depreciation  and  the  improper  handling  of  depreciation 
funds.  A  proper  depreciation  reserve  is  required  of  all  utilities. 
A  distinction,  however,  should  be  drawn  between  a  depreciation 
reserve,  which  is  required,  and  a  depreciation  reserve  fund,  which 
is  optional.  The  fund  is  created  by  actually  setting  aside  cash  or 
other  assets  out  of  which  future  payments  are  to  be  made.  A  re- 
serve is  merely  an  account  which  designates  the  amount  and  char- 
acter of  certain  transactions  within  the  business. 
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511— Flat  Rates. 

With  flat  rates  in  effect,  it  is  invariably  found  practically  impossi- 
ble to  do  justice  to  either  the  consumer  or  the  department.  Flat, 
rates  made  upon  an  arbitrary  basis  have  proven  inequitable  and 
unsatisfactory  in  numerous  instances.  Every  consumer  with  a 
meter  installed  pays  for  the  actual  amount  used,  while  those  with- 
out meters  who  are  in  many  cases  wasteful,  careless  and  neglect- 
ful, shift  a  part  of  their  load  upon  the  whole  community.  When  a 
consumer  receives  a  bill  independent  of  the  amount  of  water  used, 
the  principal  incentive  to  economy  is  removed. 

54 — Minimum  Charge. 

From  the  consumer  costs  and  calculations  based  upon  the  cost  of 
meters  actually  used,  a  minimum  charge  which  will  fairly  measure 
the  costs  that  must  be  provided  for  in  the  minimum  can  be  arrived 
at.  The  minimum  bill  must  include  a  fair  allowance  for  the  water 
used  by  the  customer  paying  the  minimum.  By  computing  depre- 
ciation, taxes,  and  interest  on  the  value  of  the  meter  and  adding  a 
proper  charge  for  maintainance  and  a  fair  allowance  for  water 
used,  a  minimum  charge  that  will  guarantee  its  consumer  expenses 
to  the  utility  can  be  determined  with  considerable  accuracy.  The 
minimum  charge,  however,  cannot  be  fixed  regardless  of  the  size 
of  meters  or  the  consumer's  demand,  as  that  would  ignore  the 
fact  that  the  size  of  the  meter  determines  whether  the  investment 
is  large  or  small.  Discrimination  results  against  the  consumers 
who  use  the  small  sizes  if  the  minimum  charge  is  made  an  average 
amount. 

VALUATION  DECISIONS,  1st  D.  NEW  YORK 

227— Valuation. 

Valuation  Decisions  of  the  Newt  York  Public  Service  Commission, 
First  District,  by  Robert  H.  Whitten.  A  Paper  Read  Before  the 
National  Association  of  Railway  Commissioners,  October  28-31,  1913. 
The  following  paragraphs  conclude  this  discussion,  begun  in  4  Rate 
Research  137. 
34— Rate  of  Return. 

The  Commission  holds  that  fair  value  and  rate  of  return  are  inter- 
dependent factors.  "The  rate  of  return  is  as  important  as  the 
value  of  the  property,  and  in  the  process  of  arriving  at  a  reasonable 
percentage,  the  Commission  has  considered  the  amount  determined 
as  the  fair  value  and  the  principles  followed  in  such  determina- 
tion" (2  P.  S.  C.  1st  Dist.  N.  Y.  659,  696).  "It  is  obvious  that 
a  high  figure  might  be  taken  as  the  fair  value  of  the  property  and 
the  rate  of  return  placed  so  low  that  the  investor  would  not  receive 
adequate  remuneration.  It  is  also  obvious  that  the  rate  of  return 
might  be  fixed  so  high  that  the  investor  would  be  adequately  com- 
pensated even  though  the  amount  taken  as  the  fair  value  of  the 
property  were  too  low.  It  is  immaterial  to  the  permanent  investor 
whether  he  is  allowed  7%  per  cent,  upon  a  valuation  of  $1,000,000, 
or  6  per  cent,  upon  a  valuation  of  $1,250,000"  (2  P.  S.  C.  1st  Dist 
N.  Y.  544,  576). 
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The  Commission  holds  that  the  rate  of  return  should  be  adequate 
to  induce  investors  to  construct  utility  plants  within  the  particu- 
lar areas  in  question.     .     .     . 

The  Commission  has  recognized  the  close  interdependence  of  fair 
value,  fair  rate  of  return,  and  current  expense  and  income  account- 
ing. It  is  actual  total  return  that  is  of  prime  importance  to  both 
parties.  This  actual  return  is  the  product  of  all  these  factors.  The 
real  actual  return  cannot  be  known  unless  all  these  factors  are 
known.  The  actual  return  is  altered  whenever  one  of  these  factors  is 
altered.  The  interdependence  of  fair  value  and  fair  rate  of  return 
is  the  basis  of  the  Commission's  ruling  as  to  "going  value."  The 
interdependence  of  fair  value,  income  account  and  fair  rate  of 
return  is  the  basis  of  the  Commission's  treatment  of  the  apprecia- 
tion in  land  value.  It  is  the  total  actual  return  that  is  of  impor- 
tance. Justice,  equity,  and  public  policy  demand  that  the  com- 
pany be  permitted  a  total  actual  return  that  will  be  adequate,  but 
no  more  than  adequate,  to  compensate  it  for  the  service  rendered. 
In  the  past  attention  has  often  been  centered  on  valuation  to  the 
exclusion  of  the  end  for  which  the  valuation  is  made,  which  is  the 
determination  of  the  total  actual  return  for  the  service  rendered. 
Fair  value  cannot  be  determined  without  reference  to  rate  of  re- 
turn and  income  and  expense  accounting,  as  it  is  the  interplay  of 
all  these  factors  that  produces  the  total  actual  return.     .     .     . 

362 — Accrued  Depreciation. 

From  the  cost-of-reproduction-new  the  Commission  deducts  the  ac- 
crued depreciation.  The  estimate  of  accrued  depreciation  is  based 
chiefly  on  life  tables  and  the  application  of  the  straight  line  method. 
The  estimate  covers  depreciation  due  to  wear  and  tear  and  age  and 
to  some  extent  to  changes  in  the  art  and  the  abandonment  or  super- 
session of  property  because  of  inadequacy.  .  .  . 
The  Commission's  ruling  that  accrued  depreciation  must  be  de- 
ducted in  determining  fair  value  for  rate  purposes  has  subsequently 
been  sustained  by  the  Appellate  Division  of  the  United  States 
Supreme  Court,  and  by  the  recent  decision  of  the  United  States 
Supreme  Court  in  the  Minnesota  Railroad  Rate  Cases  (230 
U.  S.  — ). 

365 — Annual  Rate  of  Depreciation. 

In  estimating  the  annual  depreciation  allowance  in  a  rate  case  the 
Commission  has  not  followed  literally  either  the  straight  Hue 
method  or  the  sinking  fund  method.  In  the  first  place,  it  has  at- 
tempted to  ascertain  the  extent  to  which  minor  replacements  are 
included  in  the  repair  account  and  treated  as  current  operating  ex- 
pense. It  has  then  estimated  the  amount  which  in  addition  will  be 
required  to  take  care  of  all  replacements  due  either  to  wear  and 
tear  and  age  or  to  obsolescence  and  inadequacy.  In  the  case  of 
long-lived  units  it  has  taken  into  consideration  the  interest  accumu- 
lations from  the  annual  depreciation  allowances.  To  this  extent 
it  has  applied  the  sinking  fund  method.     .     .     . 


4         Rate     Research  171 


The  Commission  holds  that  the  allowance  must  be  for  current  de- 
preciation only,  and  that  in  cases  where  a  company  has  not  set 
aside  in  past  years  a  sufficient  amount  to  cover  the  accruing  depre- 
ciation, that  such  fact  cannot  be  taken  into  consideration  in  fixing 
the  annual  allowance  for  depreciation  in  a  rate  case.     .     .     . 

List  of  Valuation  Cases  Reviewed. 

Re  Monheimer  v.  Coney  Island  and  Brooklyn  Railroad  Co.,  1  P. 

S.  C.  1st  Dist.  N.  Y.  705,  July  2,  1909. 

Re  MacReynolds  v.  Brooklyn  Union  Elevated  Railroad  Co.,  2  P. 

S.  C.  1st  Dist.  N.  Y.  246,  March  8,  1910. 

Re  2nd  Reorganization  Plan  of  3rd  Avenue  R.  R.  Co.,  2  P.  S.  C. 

1st  Dist.  N.  Y.  347,  July  29,  1910. 

Re  Ten-cent  fare  to  Coney  Island  on  week-days,  2  P.  S.  C.  1st  Dist. 

N.  Y.  487,  January  10,  1911. 

Re  Rates  of  Queens  Borough  Gas  &  Electric  Co.,  2  P.  S.  C.  1st 

Dist.  N.  Y.  544,  June  23,  1911.     (See  Rate  Research  51.) 

Re  Baltz  v.  Brooklyn  Borough  Gas  Co.,  2  P.  S.  C.  1st  Dist.  N.  Y. 

620,  August  18,  1911.     (See  3  Rate  Research  250.) 

Re  Rates  of  Kings  County  Lighting  Company,  2  P.  S.  C.  1st  Dist. 

N.  Y  659,  October  20,  1911.     (See  3  Rate  Research  164.) 

Re  Rates  of  Kings  County  Lighting  Company,  2  P.  S.  C.  1st  Dist. 

N.  Y.  714,  November  17,  1911. 

Re  Bond  issue  of  New  York  and  North  Shore  Traction  Co.,  3  P. 

S.  C.  1st  Dist.  N.  Y.  63,  February  13,  1912. 

Re  Metropolitan  Street  Railwav  Co.  Reorganization,  3  P.  S.  C.  1st 

Dist.  N.  Y.  113,  February  27,  1912. 

Re  Application  of  Mid-Crosstown  Railway  Company,   Inc.,  3  P. 

S.  C.  1st  Dist.  N.  Y.  416,  November  1,  1912. 

Re  Stock  Issue  by  New  York  Dock  Railway,  4  P.  S.  C.  1st  Dist. 

N.  Y.  94,  March  28,  1913. 

Re  Application  of  The  23rd  Street  Railway  Co.,  4  P.  S.  C.  1st  Dist. 
N.  Y.  283,  May  27,  1913.     (See  3  Rate  Research  392.) 

Re  Rates  for  Gas  in  31st  Ward  of  Brooklyn,  4  P.  S.  C.  1st  Dist. 
N.  Y.  328,  July  8,  1913. 

COURT   DECISIONS 

WISCONSIN 

132 — Protection  From  Competition. 

Citizens'  Telephone  Company  of  Eau  Claire  (pop.  18,  310)  v.  Rail- 
road Commission  of  Wisconsin.  Suit  to  Set  Aside  an  Order  of  the 
Commission  Denying  the  Company's  Application  for  Permission  to 
Issue  Stock  to  Finance  a  Local  Exchange.  Decision  of  the  Circuit 
Court  op  Dane  County,  Setting  Aside  the  Order.    October  6,  1913. 

The  Citizens'  Telephone  Company  of  Eau  Claire,  successor  of  the 
Chippewa  County  Telephone  Company,  applied  to  the  commission 
for  authority  to  issue  stock  for  the  purpose  of  furnishing  local  ex- 


172  4         Rate     Research 


change  service  in  the  city.  The  Wisconsin  Telephone  Company  entered 
an  objection  on  the  grounds  that  the  Chippewa  County  Company  never 
had  operated  an  exchange  for  local  service,  and  that  under  the  law 
the  purchaser  of  the  Chippewa  County  Company  could  not  build 
an  exchange  in  competition  with  the  existing  local  exchange.  The 
Wisconsin  Telephone  Company  operates  a  local  exchange  within  the 
city  of  Eau  Claire,  and  has  a  large  number  of  subscribers.  The  Chip- 
pewa County  Telephone  Company  has  only  twenty-eight  subscrib- 
ers in  the  city  and  local  service  is  incidental  to  the  long  distance  serv- 
ice furnished  by  this  Company.  The  Commission  asked  for  the  opin- 
ion of  the  Attorney  General  in  the  matter  and  the  following  para- 
graphs are  taken  from  his  opinion. 

The  question  whether  the  corporation  in  this  case  is  authorized  by 
law  to  install  and  construct  a  local  telephone  exchange  in  the  city 
of  Eau  Claire  for  the  rendering  of  local  telephone  service  is  one 
which  depends  for  its  answer  upon  the  provisions  of  sub-section  1 
of  section  1797m-74  of  the  statutes.     .     .     . 

The  controlling  purpose  of  this  section  of  the  statutes  is  to  prevent 
unnecessary  and  wasteful  duplication  in  public  utilities.  It  is  the 
policy  of  the  public  utility  law,  of  which  this  section  is  a  part, 
in  cases  where  it  applies,  to  substitute  for  competition,  regulation 
by  governmental  authority.     .     .     . 

The  right  to  install  such  duplicate  exchange  is  made  solely  and  ex- 
clusively dependent  on  whether  the  applicant  is  a  telephone  utility 
"already  furnishing  such  telephone  service  therein."     .     .     . 

The  opinion  says  in  conclusion: 

It  would  seem,  in  view  of  the  foregoing,  that  the  status  of  a  tele- 
phone utility  already  furnishing  local  service  at  the  time  of  the 
passage  of  the  law  might  well  be  determined  by  whether  it  then 
held  itself  out  to  the  public  to  render  local  service  generally  in  the 
city  in  which  it  operated  or  in  some  part  or  section  thereof.  If 
in  point  of  fact  it  had  no  facilities  and  capacity  to  furnish  such 
service  generally  to  all  wrho  might  apply  therefor  in  such  city  or 
in  some  part  or  section  thereof  and  did  not  in  fact  hold  itself  out 
to  do  so,  the  utility  can  hardly  be  said  to  have  been  a  public  utility 
furnishing  such  service. 

If  regarded  in  the  light  of  its  purpose  as  declared  by  the  Supreme 
Court,  the  statute  would  appear  to  require  something  more  than  a 
mere  occasional  furnishing  of  such  service  as  a  mere  incident  of  a 
principal  service  not  local  to  a  small  number  of  subscribers  who 
have  telephone  connection  with  its  exchange  for  the  primary  pur- 
pose of  long  distance  communication.     .     .     . 

As  local  service,  the  service  which  you  describe  has,  in  my  opinion, 
had  almost  no  more  than  a  mere  technical  existence.  In  a  prac- 
tical view,  considering  the  size  and  importance  of  the  city  it  is  in- 
significant. It  is  such  as  to  fall  within  the  maxim  that  the  law 
does  not  take  account  of  trifles.  To  permit  a  general  duplication 
of  an  existing  local  telephone  exchange  in  a  city  of  this  size  upon 
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no  more  substantial  compliance  with  the  statutory  requirement  as 

to  furnishing  local  telephone  service  would,  in  my  opinion,  be  quite 

as  subversive  of  the  law's  prohibition  as  to  permit  it  in  the  absence 

of  any  pretense  of  compliance. 

Concurring  in  this  opinion  the   Commission  denied  the  application. 

Upon  appeal  to  the  Circuit  Court  of  Dane  County  the  matter  was 

heard   before   Judge   Stevens  and   a   judgment  was   entered   setting 

aside  the   Commission's  order.     A  memorandum   upon   the   decision 

of  the  court  says  that  the  fact  that  local  service  is  incidental  to 

the  principal   purpose  of  the   Eau   Claire   exchange   does  not  place 

this    company    in    the    position    of    a    new    company    furnishing   no 

local  service  within  the  city. 

It  (Sec.  1797  m-74)  contains  no  limitation  based  upon  the  char- 
acter or  extent  of  the  exchange  or  the  number  of  subscribers,  but 
excepts  existing  exchanges  furnishing  local  service  to  subscribers 
from  the  prohibitions  contained  in  the  statute.     .     .     . 

The  court  must  follow  the  statute  as  it  is  written,  without  regard 
to  the  question  of  whether  it  authorizes  wasteful  and  useless  dupli- 
cation of  plants.  That  is  a  question  which  must  be  presented  to 
the  legislature,  and  not  to  the  commission  or  to  the  courts  for  de- 
termination. 

The  case  has  now  been  appealed  to  the  Supreme  Court. 

REFERENCES 

RATES 

224— Rate  Regulation. 

Montana's  Statewide  Rate  Investigation,  Editorial,  Public  Service, 
December,  1913,  p.  185. 

This  states  that  the  public  utilities  commission  of  Montana,  proceeding  on 
the  general  premise  that  the  rates  charged  throughout  the  state  are  too  high, 
has  issued  an  order  to  the  electric  service  companies  doing  business  in  Montana, 
that  in  20  days  they  are  required  to  revise  their  present  rates  and  to  submit 
schedules  if  they  so  desire.  Later  a  formal  hearing  will  be  accorded  each 
company,  and  evidently  each  will  be  required  to  defend  its  rates  and  prove 
them  equitable  to  consumers.  The  immense  amount  of  work  which  will  follow 
this  step  is  commented  upon.  The  statement  is  made  that,  if  the  purpose  is 
to  make  a  preliminary  survey  of  rate  conditions,  with  a  view  to  making  a 
more  thorough  investigation  later  on,  the  step  may  be  practicable  and  for 
the  good  of  all  concerned;  but  that  a  hasty  action  of  a  decisive  character  will 
defeat  its  own  purpose,  involve  the  commission  in  much  litigation,  and  cause 
the  theory  of  public  regulation  to  fall  into  disrepute  in  Montana. 

224 — Rate  Regulation. 

Rates.     Southwestern  Electrician,  1  page,  November,  1913,  page  19. 

This  is  the  first  of  a  series  of  articles  purporting  to  put  in  plain  untechnical 
language  the  broad  theory  on  which  rates  are  based  in  the  best  public  utility 
practice;  to  discuss  the  subject  so  that  the  untechnical  citizen  may  get  a  clearer 
idea  of  the  matter  than  he  now  has;  and  to  give  some  suggestions  as  to  the 
proper  basis  of  rates  to  such  of  the  public  utilities  of  the  state  [Texas]  as  have  not 
heretofore  given  the  matter  proper  consideration.     It  is  said  that  in  the  matter 
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of  rates  both  the  utility  and  the  public  have  certain  distinct  rights.  The 
public  has  the  right  to  demand  adequate  service  and  reasonable  extensions  or 
increase  in  the  service;  the  computing  of  rates  on  some  standard  basis  with 
relation  to  costs;  lack  of  discrimination  between  consumers  of  the  same  class; 
and  the  publicity  of  rates.  The  utility  has  a  right  to  demand  that  its  expendi- 
tures and  cost  of  operation  shall  not  be  arbitrarily  and  inequitably  increased 
without  its  consent,  and  despite  its  equitable  protest;  that  its  rates  shall  be 
such  as  to  bring  a  reasonable  return  on  the  investment;  that  its  business  shall 
be  given  full  opportunity  to  commercial  stability — the  same  as  in  the  case  of 
other  private  businesses  in  the  community.  There  is  a  discussion  of  the  growth 
of  the  idea  of  the  public  quality  of  the  public  utility  business.  It  is  said  that 
the  public  has  been  negligent,  and  the  public  utility  has  taken  advantage  of 
this  negligence.  Because  of  this  dual  responsibility  for  the  present  situation, 
regulation  should  not  be  harsh. 

224— Rates. 

The  I.  C.  C.  Hearing  on  Increase  in  Freight  Rates,  Editorial, 
Engineering  and  Contracting,  December  3,  1913,  p.  617. 

This  comments  on  the  hearing  before  the  Interstate  Commerce  Commission  on 
increase  in  freight  rates  east  of  the  Mississippi  River  and  north  of  the  Ohio 
River.  It  is  said  that  there  is  a  very  weak  feature  in  the  case  as  presented 
by  the  railways.  While  they  show  great  increases  in  capitalization  and  steadily 
declining  rates  of  return,  on  the  capitalization,  they  fail  to  show  how  much 
of  the  capitalization  is  represented  by  physical  property  and  how  much  by  the 
cost  of  developing  existing  business.  The  railroads  should  offer  substantial 
evidence  to  show  whether  or  not  they  are  ever  capitalized.  It  is  said  that  the 
employment  of  Mr.  Louis  D.  Brandeis  as  special  counsel  to  the  Interstate 
Commerce  Cctoimission.  bodes  ill  for  the  petitioners;  that  while  there  are 
many  who  agree  with  Mr.  Brandeis  in  believing  that  greater  efficiency  in  rail- 
way operation  is  securable,  few  are  so  partisan  as  to  take  his  view  that  a 
further  possible  saving  in  expense  should  be  used  as  an  argument  against  a 
present  need  of  greater  revenue.  This  appointment  is  said  to  give  prominence 
to  the  tendency  of  public  service  commissions  to  assume  the  role  of  prosecutor 
and  jury  combined. 


INVESTMENT  AND  RETURN 

3 — Investment  and  Return. 

The  Prospect  of  Increased  Electric  Rates,  Editorial,  Public 
Service,  December,  1913,  p.  181. 

This  comments  on  the  fact  that  while  so  far  electricity  and  gas  have  been 
practically  the  only  commodities  to  decrease  in  price,  advance  in  rates  in  the 
future  is  not  improbable.  The  statement  is  made  that  everywhere  is  felt  the 
gradual  encroachment  of  multiplied  tax  burdens,  due  chiefly  to  heavy  increases 
in  expenditures  and  bonded  debt  for  works  and  improvements  of  various  kinds, 
and  occasionally  for  indulgence  in  doubtful  experiments  in  the  municipal 
ownership  of  public  utilities.  Sometimes  the  bonded  debt  is  enlarged  to  obtain 
cash  for  running  expenses,  and  for  nothing  resembling  permanent  improve- 
ments. In  the  effort  to  raise  by  taxation  the  funds  necessary  to  meet  govern- 
ment expenses  of  all  kinds  the  public  utility  companies,  including  the  railroads, 
have  been  the  hardest  hit  of  all  industrial  groups.  They  have  been  elected  to 
bear  altogether  unfair  and  excessive  proportions  in  comparison  with  other  prop- 
erty. More  than  a  few  such  corporations  today  are  paying  out  from  10  to 
15  per  cent  of  their  gross  earnings  in  taxes.  They  cannot  long  exist  under  this 
state  of  affairs.  Attempts  to  advance  service  rates  will  be  one  of  the  remedies 
which    at    least    some    of    the    corporations    will    try.      The    prevalence    of    rate- 
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reduction  efforts  on  the  part  of  communities,  city  officials  and  some  of  the  state 
utilities  commissions  add  to  the  weight  of  the  problem.  The  scarcity  of  capital 
and  inability  to  procure  it  for  needed  extensions  and  improvements  is  a  serious 
complication. 

31 — Valuation. 

Physical  Valuation:  Discussion  of  a  Paper  by  William  J.  Wil- 
gus.  Proceedings  of  the  American  Society  of  Civil  Engineers,  9 
pages.  Volume  39,  Number  8,  November,  1913,  p.  2091. 

This  continues  the  discussion  of  this  paper,  the  previous  installment  of  which 
was  referred  to  in  4  Rate  Research  94.  The  question  is  here  discussed  by 
T.  Kennard  Thomson,  Charles  S.  Churchill,  R.  D.  Coombs,  Colin  M.  Ingersoll, 
and  Arthur  M.  Waitt. 

331.1 — Investment  for  Rate  Making  Purposes. 

Should  Rates  be  Based  on  Depreciated  Plant  Values?  Engineer- 
ing and  Contracting,  1  page,  December  3,  1913,  p.  621. 

This  is  a  memorandum  on  depreciated  value  made  by  Mr.  Halbert  P.  Gillette 
in  connection  with  the  recent  hearing,  before  the  Public  Service  Commission  of 
Washington,  in  the  Tacoma  Railway  and  River  Company  rate  investigation. 
The  unwisdom  of  basing  rates  upon  depreciated  plant  value,  is  discussed.  The 
five  principal  errors  in  the  recent  decision  of  the  United  States  Supreme  Court 
in  the  Minnesota  railway  rate  case  (see  3  Rate  Research  179,  195)  are  stated. 
The  fifth  error,  the  failure  to  distinguish  between  a  value  for  rate-making 
and  a  value  for  purchase,  which  resulted  in  the  erroneous  use  of  depreciated 
value  as  a  basis  of  rate  regulation,  is  considered  in  detail.  The  conclusion 
reached  is  that  after  property  is  in  good  operating  condition,  the  question  of 
depreciated  value  may  be  entirely  dismissed  in  rate  making. 

31 — Valuation. 

Failure  of  Low  Gas  Rate  Agitation  :  Engineers  Employed  by  St. 
Joseph,  Missouri,  Uphold  Company's  Prices.  Public  Service,  y2 
page,  December,  1913,  p.  203. 

This  discusses  the  valuation  recently  made  by  the  city  of  St.  Joseph,  Missouri, 
to  ascertain  whether  the  Gas  Company's  charge  of  $1.00  per  thousand  cubic 
feet  for  gas  could  be  lowered.  The  engineers  held  that  the  rate  could  not  be 
decreased.  Even  the  rate  of  $1.00,  it  was  found,  would  permit  a  return  of  only 
3%  per  cent  upon  the  present  value  of  the  gas  property  with  estimated  annual 
gas  sales  of  300,000,000  cubic  feet.  If  sales  were  increased  to  360,000,000  cubic 
feet,  the  return  of  5%  per  cent  was  estimated  as  possible.  The  report  was 
accepted  by  the  city  and  no  attempt  was  made  to  establish  lower  rates.  The 
present  value  was  found  to  be  $1,615,478.39,  which  included  for  going  value 
$154,163.00  and  for  working  capital,  $54,000.  The  depreciation  on  all  items 
was  $290,041.78,  approximately  an  averge  of  18  per  cent. 

36 — Depreciation. 

The  Depreciation  of  Public  Utility  Properties  as  Affecting  Their 
Valuation  and  Fair  Return,  by  John  W.  Alvord.  Proceedings  of 
the  American  Society  of  Civil  Engineers,  46  pages,  Vol.  39,  No.  9, 
November,  1913,  p.  2045. 

This  discusses  the  question  of  the  general  relation  of  depreciation  and  its  effects 
on  the  fair  return  of  a  utility  property,  and  also,  to  some  extent,  to  methods  of 
accounting  for  depreciation  in  the  administration  of  such  properties.  The  term 
"depreciation"  is  considered  as  covering  all  the  losses  of  value  that  occur  in 
property,    plants,    or    parts    thereof,    from    wear    and    tear,    obsolescence,    or 
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inadequacy.  The  paper  argues  (1)  that  if  a  sinking  fund  or  a  reserve  fund 
lor  depreciation  is  actually  kept  in  the  bank  or  in  trust  as  part  of  the  prop- 
erty, it  should,  if  properly  computed  and  accurately  kept,  receive  the  same  rate 
of  fair  return  as  the  remainder  of  the  property  "used  and  useful  for  the 
public";  (2)  that  if  these  funds  are  for  any  reason  detached  or  withdrawn 
from  the  property  and  used  by  the  owner  elsewhere,  or  in  private  gain,  or 
even  as  new  capital  invested  in  the  plant  itself,  he  cannot  hope  as  a  matter  of 
proper  protection  to  the  public,  to  receive  return  on  a  reserve  fund  which  is 
not  actually  in  hand  and  at  the  same  time  use  such  funds  for  other  personal 
gain;  (3)  that  the  past  depreciation  may  be  computed  accurately  on  the  sink- 
ing-fund basis,  as  all  the  facts  of  the  past  are  known,  and  the  sinking  fund  is 
the  most  accurate  method  of  computing  depreciation,  but  for  the  future,  in  which 
the  facts  are  yet  unknown,  it  is  perhaps  better  to  use  the  simpler  method  of 
an  annual  increment  which  will  average  the  sinking-fund  rate;  (4)  that  depre- 
ciation accounts  should  be  kept  by  groups  having  similar  life,  and  revised 
from  time  to  time  as  the  future  is  more  clearly  revealed.  That  such  accounts 
are  only  estimates  of  what  the  owners  owe  the  property,  if  the  actual  funds 
are  not  in  hand;  that  though  it  is  not  now  considered  improper  to  use  reserve 
or  sinking  funds  allowed  for  depreciation  for  private  gain,  in  so  doing  the 
owner  will  in  all  probability  deprive  himself  of  their  return  earning  power 
as  part  of  the  plant  and  property. 

33 — C  apitalization . 

Watered  Stock,  Editorial,  Public  Service,  December,  1913,  p.  185. 

This  discusses  the  denunciation  of  the  public  service  corporations  for  a  limited 
amount  of  "water"  in  their  capitalization.  The  statement  is  made  that  while 
"water"  does  not  exist  in  industrial  securities,  excessive  profit  percentages  are 
the  rule  with  successful  businesses.  The  capital  inflation  in  public  utility 
securities  is  said  to  be  the  simple  result  of  necessity,  since  the  purchasers  of 
the  securities  have  demanded  either  heavy  discounts  under  par,  or  stock 
bonuses.  The  immense  percentage  of  intangible  assets  allowed  in  the  capitali- 
zation of  successful  industrial  corporations  is  noted,  and  the  question  asked 
as  to  how  municipal  bonds  outstanding  for  pavements  sewers  and  buildings 
long  since  worn  out  or  outgrown  and  replaced,  are  to  be  classified.  The  state- 
ment is  made  that  there  is  probably  not  a  fair-sized  city  in  the  country  which 
does  not  owe  a  considerable  amount  of  money  for  improvements  that  no  longer 
exist;   and  that  these  are  "watered  debts." 

PUBLIC  SERVICE  REGULATION 

2 — Public  Service  Regulation. 

Workings  of  the  Oregon  Commission:  Review  of  First  Year's 
Effort  of  New  Utility  Regulating  Body.  Public  Service,  1%  pages, 
December,  1913,  p.  201. 

This  states  that  though  only  one  year  has  elapsed  since  the  Oregon  public 
utilities  act  became  effective,  remarkable  progress  has  been  made  by  the  state 
railroad  commission  in  carrying  out  the  big  task  imposed  upon  it  by  this 
law — that  of  regulating  all  public  service  corporations  of  the  state,  including 
the  fixing  of  equitable  rates.  The  wide  range  of  utilities  put  under  the  com- 
mission's jurisdiction  is  noted,  and  the  statement  made  that  one  of  the 
principal  reasons  for  beginning  with  the  Portland  Light  and  Power  Company 
was  the  fact  that,  since  the  Company  is  so  large  and  comprises  in  its  scope 
practically  every  form  of  public  utility,  the  commission,  after  valuing  its 
property,  will  have  a  definite  basis  from  which  to  arrive  at  the  valuation  of 
every  public  utility  of  the  state.  There  is  a  detailed  description  of  the  way 
in  which  the  commission  is  collecting  data;  of  the  personnel  of  its  corps  of 
experts;  of  the  way  in  which  these  experts  are  making  up  their  reports;  of  the 
commission's  Portland  laboratory;  and  of  the  personnel  of  the  commission. 
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For  statement    of   facts  and  opinions   contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATES 

72 — Rate  Schedules. 

Complaint  v.  Helena  Light  and  Railway  Company,  Alleging  Un- 
reasonable and  Discriminatory  Electric  Rates  in  Helena,  Montana 
(Pop.  12,515).  Decision  of  the  Montana  Public  Service  Commis- 
sion, Establishing  Rates.     November  3,  1913. 

The  following  is  a  schedule  of  rates  fixed  by  the  Commission  and 
made  effective  on  and  after  November  3,  1913: 


Kate. 


SCHEDULE  "A." 
Residence  Lighting  Rates. 
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Penalty  for  Delayed  Payment. 

5  per  cent  added  to  above  rates  if  bill  is  not  paid  on  or  before  the  10th  day 
of  the  following  month. 

Minimum  Charge. 

$1.00  per  month  per  meter,  subject  to  penalty  for  delayed  payment. 
If   the  number  of  lamps  or  sockets  connected   exceed  20,  the   monthly  mini- 
mum charge  shall  not  be  less  than  a  sum  equal  to  5  cents  for  each  GO-watt 
lamp  or  equivalent  and  each  empty  socket. 

Lamp  Renewals. 

The  above  rate  includes  free  lamp  renewals,  of  all  standard  Edison  and 
Westinghouse  carbon  filament  and  metalized  filament    (gem)    lamps. 

Terms  and  Conditions. 

The  Company  shall  upon  request  install  a  meter  except  when  no  more  than 
120-watts  are  connected  for  use  from  dusk  until  midnight  only. 

Residence  rates  to  apply  to  living  or  sleeping  rooms  in  business  blocks. 

No  charge  shall  be  made  for  setting  and  removing  meters. 

Company  shall  have  right  to  require  a  deposit  of  $2.50  as  a  guarantee  for 
payment  of  bills.  Interest  at  the  rate  of  6  per  cent  per  annum  will  be  paid 
on  deposits. 

Flat  Rate. 

$1.00  per  month  net  for  each   60-watts  connected. 


Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Rate. 


SCHEDULE  "B." 
Business  Lighting  Rate. 


10     cents  per  kilowatt-hour  for  the  first         100  kilowatt-hours  per  month. 
9        "        "  "  "        "      "     next        100 

in  e       u  u  a  a  a        a  a  *'00  ii  Ci  "  ii 

/•  a  a  a  a  ce         a.  a  500  C(  "  st  " 

«      «        "         "      "     "      "      1,000       "  "       " 

3        "        "  "  "        '"'     all  excess  kilowatt-hours  used  per  month. 

Penalty  for  Delayed  Payment. 
Same  as  in  Schedule  "A." 

Minimum  Charge. 

Same  as  in   Schedule  "A,"   with  this  provision   added: 
In    no   event    shall    such    minimum   charge    exceed    $7.50. 

Lamp  Renewals. 

Same  as  in   Schedule  "A." 

Terms  and  Conditions. 

The  Company  shall,  upon  request,  install  a  meter,  except  when  no  more 
than   120   watts  are  connected  for  use  from   dusk  until  midnight  only. 

No  charge  shall  be  made  for  setting  and  removing  meters. 

Company  shall  have  the  right  to  require  a  deposit  of  a  sum  equal  to  esti- 
mated bill  for  one  and  one-half  months  as  a  guarantee  for  payment  of  bills. 
Interest  at  the  rate  of  6  per  cent  per  annum  will  be  paid  on  all  deposits. 

Flat  Rate. 

Same  as  for  residence. 


SCHEDULE   "C." 

Readiness  to  Serve  Rate  (Optional). 
Rate. 

Demand  Charge. 

25  cents  per  month  per   00- watts  of  connected   load. 

Energy  Charge. 

'>  cents  per  kilowatt -hour. 

Penalty  for  Delayed  Payment. 

The  fixed  charge  is  net.     To  the  energy  charge  j  per  cent  is  added  if  bill  is 
not  paid  on  or  before  the  10th  day  of  the  following  month. 

Minimum  Charge. 

Same  as   in   Schedule   "A." 

Lamp  Renewals. 

Same  as   in   Schedule   "A." 

Terms  and  Conditions. 

This  rate  applies   only    to  yearly  contracts. 
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SCHEDULE  "D." 

Heating  and  Cooking  Rates. 
Kate. 

4  cents  per  kilowatt-hour. 

Minimum  Charge. 

$1.()()  per  month  net  on  an  installation  of  ranges  ami  water  heaters  having 
a  total  capacity  of  2-kilowatts  or  more,  subject  to  the  penalty  for  delayed 
payment. 

Terms  and  Conditions. 

Electrical  household  appliances,  other  than  for  lighting,  may  be  connected 
on  the  same  meter. 

All  wiring  between  meter  and  appliances  must  be  enclosed  in  iron  conduit. 
Separate   meter    is   required. 

SCHEDULE  "E." 

Industrial  Power. 
Rate. 

Demand  Charge. 

$l.oo  per  month   per  horse-power    for  alternating  current  motors. 
1.50     -  •  direct 

LOO     -  "  "  "         "         "  -  "  "  now  connected. 

Plus  the  regular  sliding  scale  rate  for  current  shown  on  the  following 
schedule: 
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These   rates    are    net. 

Minimum  Charge. 

$2.00  net  for  A.  C.  motors  and  $3.00  net  for  I).  < '.  motors.  For  D.  C.  motors 
now   connected  $2.00  net. 

Terms  and  Conditions. 

If  the  connected  load  does  not  correspond  exactly  with  any  load  listed  in  the 
table,  the  next  smaller  number  of  horse-power  is  to  be  used  in  determining 
the   kilowatt-hour  rate. 

In  cases  where  the  connected  horse-power  on  individual  motors  is  materially 
larger   than    the    maximum   demand,   the   charge    may    be   based   on   a   smaller 
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number  of  horse-power  more  nearly  corresponding  with  the  actual  maximum 
demand,  providing  that  the  maximum  demand  on  which  the  fixed  charge  per 
horse-power  is  based  is  not  less  than  50  per  cent  of  the  installed  capacity. 
Where  the  installation  consists  of  a  large  number  of  motors  and  the  load 
is  of  such  character  that  the  maximum  demand  bears  no  definite  relation  to 
the  connected  load,  a  curve  drawing  watt  meter  should  be  installed  and  the 
charge  based  upon  the  maximum  demand  shown  by  this  meter,  together  with 
the  kilowatt-hours  shown  by  a  watt-hour  meter. 

This  rate  applies  to  industrial  power  only,  save  that  industrial  lighting  requi- 
site in  connection  with  the  particular  power  installation  may  be  connected 
to  the  extent  of  3  per  cent  of  the  connected  power  load  when  the  monthly 
demand  is  in  excess  of  25  horse-power. 

Meter  installations  aggregating  two  horse-power  or  more  are  subject  to  the 
above  rate. 

SCHEDULE    T." 

Sign,  Exterior  and  Window  Lighting. 
Rate. 

A  flat  rate  per  month  for   signs,  exterior  and  window  lighting  computed  on 
basis  of  number  of  hours'  use,  total  watt  connected  and  the  following  rates 
per  kilowatt-hour: 
S  cents  per  kilowatt-hour  for  service  up  to  11  o'clock. 

r>  tt  it  it  «  ('  cc  <'        a     -i  o  " 

P  a  et  tt  tt  a  a  a       tt       -i  tt 

Lamp  Renewals. 

No  lamp  renewals  will  be  furnished  under  this  rate,  except  that  the  Com- 
pany will  replace  low  voltage  sign  lamps  on  basis  of  2  cents  per  kilowatt- 
hour. 

Terms  and  Conditions. 

Company  will  furnish  automatic  cutout  switches  for  this  service. 
This  rate  is   for  yearly  contracts. 

226.2—  EXTENSION  OF  SERVICE 

Principles  Governing  Central  Stations  in  Line  Extensions  and 
Rulings  op  Commissions  Thereon,  by  Alexander  Macomber.  A 
Paper  read  before  the  New  England  Section  of  the  National  Electric 
Light  Association,  September  17-19,  1913.     Pamphlet,  8  pages. 

This  pamphlet  is  a  report  of  an  investigation  in  regard  to  making 
line  extensions  which  may  not  at  first  prove  profitable  but  are  under- 
taken on  account  of  future  possibilities  or  other  reasons.  Eighty 
central  station  companies  in  New  England  answered  inquiries  on  the 
subject.  Treating  the  matter  as  a  general  proposition  the  responses 
may  be  classed  as  follows: 

Out  of  the  eighty  companies,  twenty-six  require  payment  for  the 
whole  or  part  of  the  first  cost.  In  case  of  part  payment  the  amount 
is  usually  that  portion  of  the  investment  which  will  make  the  whole 
proposition  a  feasible  one.  Twelve  concerns  of  the  twenty-six  state 
that  this  payment  on  the  customer's  part  is  later  rebated  to  him, 
this  rebate  taking  different  forms,  as  lump  sums,  percentage  of  the 
gross  earnings  of  the  extension  or  a  fixed  per  cent  of  the  customer's 
monthly  bill. 
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Twenty-three  out  of  the  eighty  replies  favor  obliging  the  customer 
to  give  only  a  guarantee  of  income.  Fifteen  of  the  twenty-three 
base  this  return  on  a  percentage  of  the  cost  of  construction,  while 
eight  ask  for  "interest  and  depreciation."  The  percentage  guar- 
antee varies  from  10%  to  50%,  the  average  number  settling  on  20% 
to  25%.  It  is  often  required  that  this  guarantee  be  given  for  from 
two  to  five  years,  or  more,  in  several  cases  this  guarantee  ceasing 
when  a  definite  return  is  reached. 

Ten  of  our  eighty  companies  take  no  chances  and  require  the  cus- 
tomer to  pay  all  or  part  of  the  cost  of  the  extension  and  also  to 
guarantee  the  income  as  a  certain  per  cent  of  the  cost.  The  per- 
centage appears  to  be  about  the  same  as  noted  above. 

Fourteen  companies  report  that  extensions  of  this  nature  are  made 
either  as  a  matter  of  policy  or  in  the  hope  they  will  become  profit- 
able. The  customer  is  not  required  to  assume  any  obligation.  One 
is  inclined  to  believe,  however,  that  concerns  in  this  class  are  not 
as  liberal  as  others,  as  propositions  without  guarantee  naturally  are 
examined  closer  and  confined  to  smaller  limits.     .     .     . 

There  are  eight  companies  who  state  they  do  not  make  extensions 
which  are  unprofitable  at  the  start.  .  .  .  It  is  probable,  how- 
ever, that  a  strict  examination  of  this  class  would  swing  some  of 
them  into  other  columns,  for  after  all,  the  term  "unprofitable"  ex- 
tensions is  a  bit  misleading,  in  that  extensions  made  under  the  con- 
ditions treated  are  not  in  most  cases  a  source  of  actual  loss.     .     . 

Under  commission  rulings  in  regard  to  such  extensions  only  one  case 
is  cited — the  decision  of  the  Ohio  Public  Service  Commission  on  a 
complaint  against  the  Cincinnati,  Milford  and  Loveland  Traction 
Company,  decided  May  9,  1913.  The  company  refused  to  extend  its 
service  to  complainants  unless  they  bore  the  initial  cost  of  the  ex- 
tension.    The  decision  says : 

(a)  "The  Commission  further  finds  that  the  tariff,  rules  and 
regulations  of  defendant  on  file  with  this  Commission  do  not  pro- 
vide that  the  cost  of  such  installation  shall  be  borne  by  the  appli- 
cant. .  .  .  That  defendant,  by  the  laws  of  Ohio  and  by  the 
franchise  granted  to  said  defendant  by  said  village,  is  required  to 
furnish  its  service  and  product  within  said  village  to  the  applicants 
therefor,  and  that  defendant  cannot  require  said  applicants  to 
bear  the  cost  of  such  installation,  in  and  around  neighborhoods  and 
localities  where  defendant's  transmission  system  has  been  hereto- 
fore extended." 

(b)  "That  said  defendant  has  heretofore  supplied  its  other  cus- 
tomers and  consumers  with  its  service  and  product  without  re- 
quiring such  customers  and  consumers  to  bear  the  cost  of  installa- 
tion, and  that,  by  reason  of  defendant's  requiring  the  applicants 
herein  named  to  bear  the  cost  of  such  installation,  defendant  has 
unjustly  discriminated,  and  is  now  unjustly  discriminating  against 
said  applicants." 
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The  company  was  ordered  to  supply  the  service. 

A  brief  abstract  on  the  subject  as  treated  in  Professor  Wyman's 
"Public  Service  Corporations"  is  also  given.  In  this  abstract  a  re- 
cent New  Jersey  case  [Public  Service  Corp.  v.  American  Lighting  Co., 
67  N.  J.  Eq.  122;  57  Atlantic  482  (1904)]  dealing  with  gas  supply  is 
quoted  as  follows: 

"In  short,  is  not  the  obligation  to  supply  a  dwelling  with  gas 
.  .  .  subject  to  the  limitation,  that  there  shall  exist  a  reason- 
able expectation  that  the  consumption  shall  be  sufficient  to  warrant 
the  necessary  expenditure? 

"The  undertaking  to  serve  a  community  does  not  therefore  lay 
the  company  open  to  outrageous  demands  in  individual  cases,  but 
to  such  service  as  the  community  considered  as  a  whole  may  de- 
mand.    .     .     ." 

DIGEST  OF  OTHER  OPINIONS  UPON  EXTENSIONS 

OF  SERVICE 

In  addition  to  the  information  given  in  the  pamphlet  the  following 
extracts  from  decisions  are  given  to  show  the  position  of  the  New  York 
(Second  District)   and  Wisconsin  Commissions  on  this  subject. 

NEW  YORK 

The  complaints  of  Simpson  et  al.  v.  Buffalo  Gas  Company,  decided 
by  the  New  York  Commission,  Second  District  (Pubic  Service  Com- 
mission Reports,  Vol.  II.,  p.  531),  involved  the  question  of  extension 
of  the  gas  company's  service.  The  decision  cites  the  provisions  of  sec- 
tion 62  of  the  Transportation  Corporations  Law,  which  reads  in  part 
as  follows : 

"Gas  and  electric  light  must  be  supplied  on  application.  Upon  the 
application  in  writing  of  the  owner  or  occupant  of  any  building  or 
premises  within  100  feet  of  any  main  laid  down  by  any  gaslight  cor- 
poration or  the  wires  of  any  electric  light  corporation,  and  payment 
by  him  of  all  money  due  from  him  to  the  corporation,  the  corpora- 
tion shall  supply  gas  or  electric  light  as  may  be  required  for  light- 
ing such  building  or  premises.     .     .     ." 

The  provisions  of  section  62  of  the  Transportation  Corporations  Law 
do  not  provide  for  the  extension  of  service,  where  the  premises  or 
buildings  are  more  than  100  feet  from  a  main  already  in  the  street. 
Section  66  of  the  Public  Service  Commissions  Law  gave  the  Commis- 
sion general  supervision  over  gas  and  electric  companies. 

Since  this  case  was  admitted  the  Legislature  lias,  by  an  act  amend- 
ing the  Public  Service  Commissions  Law,  which  became  a  law  on  the 
14th  day  of  June,  1910,  amplified  the  powers  thus  delegated  to  the 
Commission. 

Section  66  now  gives  the  Commission 

"power  to  order  such  reasonable"  improvements  and  extensions  of 
the  works,  wires,  poles,  lines,  conduits,  ducts  and  other  reasonable 
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devices,  apparatus  and  property  of  gas  corporal  ions,  electrical  cor- 
porations and  municipalities.     .     .     ." 

We  hold  that  in  a  case  which  docs  not  fall  under  the  provisions  of 
section  62  (Transportation  Corporations  Law)  the  Commission  has 
the  power  to  order  the  service  upon  terms  which  appear  to  it  rea- 
sonable. What  constitutes  reasonable  terms  must  be  determined  in 
individual  cases  by  the  fads  shown.     .     .     . 

The  sale  of  its  product  is  what  the  company  lias  in  view,  and  if  a 
prospective  consumer  or  a  collection  of  consumers  stands  ready  to 
guarantee  a  consumption  which  will  justify  the  outlay,  the  gas 
should  be  furnished,  providing  the  manufacturing  facilities  of  the 
company  are  sufficient  to  supply  it  and  the  conditions  of  extending 
the  main  are  reasonable.  This  guaranty  may  be  in  the  form  of  a  de- 
posit returned  when  the  conditions  of  consumption  are  fulfilled, 
or  it  may  be  given  by  requiring  the  consumer  to  pay  for  the  con- 
struction of  the  main,  with  an  agreement  to  return  the  amount  paid 
through  a  credit  on  bills  for  gas  consumed.  These  are  matters  of 
detail. 

The  question  of  the  extension  of  mains  has  been  brought  before  the 
Commission  in  several  cases.     .     .     . 

So  far  as  is  known  it  is  not  the  practice  of  any  gas  company  within 
the  jurisdiction  of  this  Commission,  with  the  exception  of  the  re- 
spondent in  this  case,  to  require  consumers  to  pay  for  ex- 
tensions of  mains,  with  the  exception  of  one  instance  where  the  com- 
pany proposed  to  make  a  charge  to  be  refunded  as  gas  was  con- 
sumed. In  Buffalo,  the  practice  has  been  hitherto  governed  by  the 
contract  between  the  City  and  the  Gas  Company,  a  clause  which 
provided  that  the  company  should  not  be  required  to  extend  the 
mains  in  streets  hereafter  ordered  lighted  where  such  mains  do  not 
exist,  unless  a  canvass  of  the  territory  reached  by  said  mains  de- 
velops the  fact  that  the  (las  company  would  derive  a  gross  annual 
income  from  private  consumers  in  said  territory  of  not  less  than 
20  per  cent  of  the  cost  of  such  extension  from  the  sale  of  gas  in 
such  territory. 

We  do  not  think  it  advisable  to  fix  any  definite  percentage,  but  to 
confine  ourselves  to  the  general  rule  above  laid  down,  that  where 
the  demand  is  reasonable  the  mains  should  be  extended  without 
charge  to  the  consumer,  and  if  the  parties  can  not  agree  upon  what 
is  reasonable  this  Commission  will  determine  the  fact  upon  the  con- 
ditions in  any  case  where  a  canvass  of  the  territory  for  which  ser- 
vice is  asked  si  low  a  probable  gross  annual  income  from  private 
consumers  of  20  per  cent  on  the  cost  of  extension,  it  should  be  made 
free  of  cost  to  the  consumer. 

WISCONSIN 
In  4  Rate  Research  135  an  abstract  was  given  of  a  case  in  which  the 
Wisconsin  Railroad  Commission  considered  the  question  of  extension 
of  water  mains  of  a  municipal  utility  and  recommended  an  ordinance, 
which  was  adopted  by  the  city,  providing  for  the  assessing  of  abut- 
ting property  for  water  pipe  extensions. 
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The  Beloit  Gas  and  Electric  Company  v.  City  of  Beloit  (5  W.  K. 
C.  R.  617)  is  another  case  in  which  this  Commission  considered  the 
question  of  extension  of  water  mains.  The  discussion  contained 
in  the  following  extracts  from  this  decision  may  be  applied  to  ex- 
tension of  service  in  any  utility. 

If  consumers  on  new  extensions  are  made  to  pay  not  only  the  same 
proportion  of  the  total  operating  expenses,  including  the  returns 
on  the  investment  in  the  plant,  as  that  which  is  paid  by  existing 
customers  in  the  same  class,  and  in  addition  to  this  are  also  charged 
with  the  interest  and  depreciation  on  the  new  extension,  their  pay- 
ment will  obviously  be  greater  than  the  payments  of  those  who  are 
not  on  the  new  extension.  When  those  on  the  new  extension  are  so 
few  that  the  cost  of  serving  them  is  relatively  greater  than  the  cost 
of  serving  those  who  are  not  in  the  extension,  then  it  is  undoubt- 
edly fair  that  the  former  should  be  required  to  meet  at  least  a  con- 
siderable part  of  the  extra  cost.  But  when  the  customers  on  the 
new  extension  are  so  numerous  as  to  make  it  reasonably  compen- 
satory, then  any  extra  charges,  such  as  those  described,  or  any 
charge  above  the  regular  schedule  rates  which  apply  to  all  consum- 
ers in  the  same  class,  would  appear  to  be  unjust  and  discrim- 
inatory. 

In  determining  questions  of  the  kind  involved  here,  due  consider- 
ation should  be  given  not  only  to  the  interests  of  the  utility,  but 
to  the  interests  of  the  consumer  and  the  public.  These  interests, 
however,  as  well  as  the  conditions  upon  which  they  depend,  vary 
so  much  from  place  to  place  that  it  is  difficult,  if  not  altogether 
impossible,  to  lay  down  specific  rules  for  extensions  of  the  plant 
and  the  business  that  can  be  generally  applied.  In  a  general  way 
it  can,  of  course,  be  said  that  such  extensions  as  the  one  in  question 
here  should  be  put  in  at  the  expense  of  the  plant  whenever  they 
bid  fair  to  become  fairly  remunerative.  Because  of  varying  con- 
ditions, however,  the  term  "fair  remuneration"  may  not  always 
stand  for  like  elements.  In  some  cases  it  may  mean  the  additional 
cost  for  the  new  extension.  In  other  cases,  again,  it  may  stand  for 
something  more  or  something  less  than  this.  In  most  instances, 
however,  it  is  likely  to  mean  that  the  gross  earnings  from  the  addi- 
tional consumers  should  be  high  enough  to  place  them  on  about 
the  same  footing  with  reference  to  the  cost  of  the  service  as  that 
which  obtains  from  the  rest  of  the  consumers  of  the  plant  who  come 
in  the  same  rate  classes  in  its  regular  rate  schedules.  Wherever 
these  latter  conditions  prevail,  and  where  under  the  regular  rates 
of  the  plant  the  returns  are  not  unreasonably  low,  there  would  also 
seem  to  be  good  reasons  why  new  extensions  should  be  made  and 
paid  for  by  the  plant  or  utility. 

226.5—  STANDARDS  OF  SERVICE 

ARIZONA 

The  Arizona  Corporation  Commission  sent  out  notices  of  a  hearing 
to  be  held  November  5,  1913,  for  the  purpose  of  determining  stand- 
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ard  rules  for  gas  and  electric  service.  Tentative  rules,  prepared  as 
a  basis  for  this  hearing,  provide  a  standard  of  accuracy  tor  gas  and 
electric  meters,  require  periodic  and  request  tests  of  meters,  fix  the 
standard  for  heating  value  of  gas,  purity  of  gas,  gas  pressure  and 
voltage  regulation.  Minor  rules  relate  to  the  keeping  of  complaint 
records,  records  of  meter  tests,  records  of  interruptions  to  electric 
service,  the  inspection  of  incandescent  lamps  and  the  giving  out  of 
information  to  consumers.  Rules  also  specify  that  no  rental  is  to 
be  charged  for  gas  or  electric  meters  and  the  service  connections  are 
to  be  installed  at  the  expense  of  the  utility. 
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MUNICIPAL  STATISTICS 

SEATTLE 


Cost  of  Seattle  Street  Lighting.    Journal  of  Electricity,  Power  and 
Gas,  December  6,  1913,  p.  511 

The  municipal  lighting  plant  of  the  city  of  Seattle  has  been  ex- 
ploited throughout  the  country  by  officials  of  the  city  and  the  ad- 
vocates of  municipal  ownership  of  public  utilities  as  a  shining  ex- 
ample of  the  successful  operation  of  a  municipally  owned  utility. 

Officials  of  the  city  as  well  as  those  believing  in  municipal  owner- 
ship of  public  utilities  have  repeatedly  stated  that  the  cost  to  the 
taxpayers  of  Seattle  for  street  lighting  had  been  materially  re- 
duced. After  almost  eight  years  of  operation  of  the  municipal 
street  lighting  system,  it  is  interesting  to  observe  how  the  taxpayer 
fares. 

In  order  to  fully  appreciate  what  the  following  table  discloses,  it 
should  be  stated  that  the  same  series  arc  lamps  with  additions  of 
the  same  kind  thereto,  purchased  from  the  private  company  in 
1905,  are  still  in  use.  The  series  incandescent  system  is  the  same 
except  that  the  more  efficient  tungsten  lamp  is  used  in  place  of  the 
old  carbon  lamp. 

A  Comparison  of  Costs  to  the  Taxpayer  for  Street  Lighting  in  Seattle,  Wash- 
ington, Under  Private  Ownership  in  1905  and  Municipal 
Ownership  in  1913. 


Kind                     CP. 

Watts 

Year 

Line 
Drop 
PC 

Watts 
per 
Hr. 

3970 
hrs  per 

annum 

K.W. 
hr. 
Rate 

Cost  : 

per 
Lamp 

Increase 
Municip. 
Owner- 
ship 

Incandescent   Carbon. ...  30 

106 

1905 

13.5 

123 

488 

3.07 

$15.00 

1913 

13.5 

123 

488 

4.5 

21.96 

$6.96 

Incandescent  Carbon..  .  .32 

80 

1905 

20. 

100 

397 

3.07 

12.19 

1913 

20. 

100 

397 

4.50 

17.87 

5.68 

Incandescent  Tungsten. .  40 

50 

1905 

20. 

60 

23S 

3.07 

7.31 

1913 

20. 

60 

238 

4.50 

10.71 

3.40 

Incandescent  Tungsten"  .40 

50 

1905 

13.5 

58 

230 

3.07 

7.06 

1913 

13.5 

58 

230 

4.50 

10.35 

3.29 

Arc*    

430 

1905 
1913 

13.5 
13.5 

500 
500 

19S5 
19S5 

3.33 

4.50 

66.00 
89.33 

23.33 

*  Series. 
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A  study  of  the  above  table,  based  upon  data  taken  from  the  1911 
report  of  the  superintendent  of  the  municipal  plant  (the  last  report 
issued),  will  reveal  at  a  glance  what  has  happened  to  the  taxpayer. 

It  will  be  noted  that  the  cost  to  the  taxpayers  of  a  series  carbon 
incandescent  street  lamp  in  1913  under  municipal  ownership  would 
be  $6.96  per  annum  more  than  in  1905  when  furnished  by  the  pri- 
vate company.  Tungsten  lamps  are,  however,  being  used,  and  the 
cost  to  the  taxpayers  in  1913  is  $3.29  per  annum  more  than  if  fur- 
nished at  the  rate  that  current  was  sold  to  the  city  by  the  private 
company  in  1905.  It  should  be  noted  that  the  carbon  6.6  ampere 
incandescent  lamps  cost  in  1905  more  than  the  present  series  tung- 
sten lamps  used. 

In  the  cluster  posts,  32  candle-power,  80-watt  lamps  are  used  in 
many  instances ;  the  cost  of  these  lamps  to  the  taxpayers  in  1913  is 
$5.68  per  annum  more  than  the  taxpayers  would  have  had  to  pay 
under  the  rate  charged  by  the  private  company  in  1905.  In  other 
words,  the  taxpayers  were  paying  the  private  company  in  1905  a 
rate  of  3.07  cents  per  kilowatt-hour  for  incandescent  lamps  used 
•for  street  lighting  as  against  a  rate  of  4.5  cents  charged  the  tax- 
payers by  the  municipal  plant  in  1913.  The  cost  of  these  lamps 
was  greater  in  1905  than  the  present  cost  of  the  same  lamps. 
In  the  case  of  the  series  arc  lamps  that  are  being  used  by  the  city 
in  1913,  and  which  are  the  same  lamps  that  were  used  by  the  private 
company  in  1905  for  street  lighting,  the  taxpayer  is  paying  $89.33 
per  annum  for  each  arc  lamp  as  against  a  charge  of  $66.00  per 
annum  by  the  private  company  in  1905. 

REFERENCES 
RATES 

611— Light. 

Drop  in  the  Price  of  Light  :  Present  Price  One  Quarter  What 
We  Paid  in  1906  Per  Unit  of  Candle  Power.  Edison  Life,  1  pages. 
December,  1913,  p.  326. 

This  compares  the  increase  in  cost  of  the  materials  used  in  manufacturing  elec- 
tricity with  the  decrease  in  cost  of  electricity  itself.  The  gradual  decrease  in 
charges  made  by  the  Boston  Edison  Company  is  traced,  and  charts  given  showing 
(1)  the  total  reduction  in  excess  charge  to  customers  for  25-watt,  40-watt,  and 
100-watt  mazda  lamps  since  1908;  (2)  reductions  in  cost  of  light  in  Boston  from 
June,  1895,  to  June,  1913;  and  (i!)  reductions  in  the  maximum  electric  rate  from 
June,   1895,  to  June,    1913. 

INVESTMENT  AND  RETURN 

149 — Holding  Companies. 

Where  Holding  Companies  May  Lead.  Editorial,  Elect  rival  World, 
December  13,  1913,  p.  1195. 

This  states  that  the  opportunities  for  economy  in  consolidated  operation  are 
too  inviting  to  he  ignored.  The  strength  of  the  Holding  Company  movement 
lies  in  the  promise  of  securing  better  and  nunc  economical   results  from  a  uroup 
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of  operating  companies  than  those  properties  can  give  if  operated  as  individual 
units.  The  weakness  lies  in  the  temptation  to  vise  those  undeniable  advantage-, 
as  a  cloak  to  cover  the  issuance  of  more  securities  than  the  properties  should 
be  required  to  support.  Various  dangers  of  the  movement  are  pointed  out. 
It  is  said  that  if  the  Holding  Company  is  made  an  agency  for  the  exploitation 
of  properties  and  the  sale  of  more  securities  than  are  warranted  by  the  value 
and  business  of  its  underlying  operating  properties,  it  will  do  the  industry  more 
harm  than  good  and  its  end  should  he  decreed.  If.  however,  it  is  an  agency 
lor  the  proper  economical  management  of  groups  of  plants  on  a  closer  basis 
than  they  can  lie  operated  separately  and  its  practices  technically  and  finan- 
cially are  sound,  it  will  be  a  great  and  welcome  factor  in  the  sure  development 
of   the   industry. 

31 — Valuation. 

The  Indirect  Results  of  National  Railway  Valuation,  by  J.  Shir- 
ley Eaton.  The  Engineering  Magazine,  8  pages,  November,  1913, 
p.  169. 

This  article  outlines  the  serious  and  manifold  problems  invited  by  the  public 
valuation  of  railroads.  It  is  said  that  at  the  back  of  the  task  of  disentangling 
the  factors  of  a  confused  situation,  and  awarding  justice  to  all  interests,  looms 
big  the  sober  and  very  practical  immediate  question  of  preserving  the  railroad 
credit  of  the  country.  To  dismiss  the  matter  lightly  with  the  remark  that  a 
large  part  of  this  capital  is  water  is  both  flippant  and  unfair.  Abstract  justice, 
this  time  at  least,  is  re-enforced  by  the  grave  consideration  of  expediency.  The 
government  may  fix  the  limits  of  confiscation  on  the  one  hand,  and  of  extortion 
mi  the  other  hand;  but  if  it  interferes  too  much  in  the  adjustments  of  what 
should  he  worked  out  naturally  between  these  limits,  it  will  impose  inflexible 
conditions,  destroying  expansive  adaptability — and  the  result  will  be  paralysis. 
The  statement  is  made  that  it  cannot  be  stated  too  emphatically  that  the 
function  of  regulation,  of  which  this  valuation  is  intended  to  be  a  determining 
factor,  is  merely  to  hold  in  co-ordination  the  competitive  forces,  eliminating  the 
destructive  competitions  and  stimulating  the  productive  competitions  with  an 
eye  single  to  the  largest  social  efficiency. 

PUBLIC  SERVICE  REGULATION 

2 — Public  Service  Regulation. 

Present  Problems  in  Public  Service  Regulation,  by  Clyde  B. 
Aitchison.  An  Address  Delivered  before  the  Oregon  State  Bar  Asso- 
ciation, November  19.  1913. 

This  states  that  the  adjustment  of  the  relation  between  the  public  service  cor- 
poration and  the  public  ought  to  he  entirely  an  economic  or  a  social  problem, 
in  the  solution  of  which  economic  principles  should  be  applied  to  the  end  that 
the  greatest  social  good  may  be  achieved.  It  is  said  to  be  unfortunate  that 
under  our  system  we  are  obliged  to  treat  the  problem  as  one  ultimately  for  the 
judiciary  to  determine,  not  according  to  the  principles  of  economics  or  sound 
policy,  but  by  pre-existing  rule-  of  law  which  may  or  may  not  he  economically 
sound.  The  statement  is  made  that  with  the  law  in  a  state  of  flux,  and  with  a 
rapidly  changing  jurisdiction  on  the  part  of  the  state  and  federal  commissions 
accompanied  by  great  activity  on  the  part  of  those  bodies,  there  has  been  some 
inevitable  conflict  between  the  states  and  the  federal  government  and  between 
the  states  themselves.  There  is  a  discussion  of  the  rulings  of  the  United  States 
Supreme  Court  on  this  point,  and  various  plans  are  suggested  for  removing  this 
friction  without  doing  violence  to  existing  conceptions  of  dual  control.  Govern- 
ment ownership  is  said  to  he  imminent,  since  the  expense  of  experl  service  is 
increasing,  and,  due  to  the  more  co-operative  attitude  now  taken  by  the  utilities, 
the  complaints  against  them  are  likely  to  be  less  well  founded  than  in  the  past. 
Commissioners  owe  much  of  their  authority   to  the   public  sentiment    which  has 
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largely  supported  them  to  the  present  time.  If  public  confidence  becomes  weak- 
ened, either  because  of  the  increased  aggregate  cost  of  commission  regulation,  a 
diminution  in  spectacular  or  easily  seen  results,  the  necessity  of  granting  relief 
to  the  corporations  in  unpopular  cases  or  because  of  the  continuous  attacks  and 
misrepresentation  of  envious  demagogues,  it  will  not  be  surprising  if  public 
service  commissioners  become  as  unpopular  as  a  class  within  a  few  years  as  thej 
have  been  popular  up  to  this  time,  and  government  ownership  follows. 

211 — Qualifications  of  Commissioners. 

Utilities  and  Commissions.  Editorial,  National  Electric  Light  Asso- 
ciation Bulletin,  l.page,  November,  1913,  p.  117. 

This  comments  on  the  fact  that  the  idea  (if  commission  control  of  utilities  is 
now  practically  universally  accepted.  Attention  is  drawn  to  the  increasing 
amount  of  thought  and  attention,  which  is  being  given  to  the  subject  of  the 
relations  between  utilities  and  commissions  at  the  various  meetings  of  central 
station  men.  There  is  a  discussion  of  the  paper  by  Mr.  George  L.  Myers  on 
'•The  Personnel  of  Public  Service  Commissions,"  abstracted  in  3  Rate  Research 
368.  The  statement  is  made  that  the  main  point  in  the  article  is  the  timely 
and  proper  tendency  to  insist  on  the  high  personnel  of  the  commissioners,  whether 
elected  or  appointed.  It  is  said  that  this  is  the  hub  of  the  situation;  and  the 
modern  commission  system  must  break  down,  at  no  distant  time,  of  its  own 
weight,  if  it  is  not  in  the  hands  of  competent,  clean,  high-minded  men.  Those 
who  are  already  carrying  on  these  commissions  have  come  to  find  that  financial 
excesses  that  meet  and  deserve  public  condemnation  are  already  and  long  since 
matters  of  the  past,  that  modern  managers  of  great  utilities  must  necessarily 
be  big,  broad-minded  men,  and  that  all  that  is  needed  to  secure  for  the  public 
the  best  service  at  lowest  rates,  with  highest  efficienc}',  is  a  square  deal  all 
around.  There  are  many  able  commissioners  who  enjoy  the  fullest  measure  of 
public  esteem;  and  the  utilities  of  the  country  will  be  only  too  glad  to  see  new 
and  illustrious  additions  to  their  ranks. 

2 — Public  Service  Regulation. 

Public  Service  Regulations  in  New  York.  Address  by  Clifton 
W.  Wilder,  Electrical  Engineer,  Public  Service  Commission,  New 
York  (1st  D.),  at  the  November  Meeting  of  the  Brooklyn  Company 
Section  of  the  N.  E.  L.  A.  Brooklyn  Bulletin,  61/?  pages,  December, 
1913,  p.  7. 

This  traces  the  growth  of  government  and  of  utilities,  pointing  out  the  intimate 
relation  of  the  latter  to  the  public,  and  showing  that  the  very  existence  of  the 
communities  they  serve  is  dependent  upon  them.  Attention  is  drawn  to  the 
fact  that  one  of  the  fundamental  principles  of  our  government  is  the  power  to 
regulate  all  public  service  companies;  and  that  the  Commission  is  really  a 
branch  of  the  Legislature,  a  committee  appointed  by  the  Legislature  and  vested 
with  certain  of  the  powers  which  have  always  been  possessed  by  the  Legislature 
itself.  The  statement  is  made  that,  with  the  present  harmony  prevailing  and 
the  conscientious  efforts  of  the  public  utility  corporations  to  grant  to  their 
customers  every  request  made  upon  them  within  reason,  it  is  hard  to  believe 
that  a  time  ever  existed  when  a  reasonable  request  made  upon  such  a  corpora- 
tion would  not  be  granted.  The  aggravated  conditions  prior  to  1907,  which 
brought  about  the  creation  of  the  public  service  commissions,  are  outlined,  and 
the  principles  underlying  the  division  of  work  into  two  districts  explained.  The 
procedure  of  the  Commission  for  the  first  district  in  some  of  the  routine  matters 
and  a  few  of  the  most  conspicuous  cases  that  have  been  handled,  are  touched 
upon.  The  statement  is  made  that  the  problem  of  providing  adequate  facilities 
for  the  transportation  of  passengers  in  New  York  city  is  a  problem  which  lias 
difficulties  that  few  people  comprehend;  since,  while  the  population  doubles  in 
twenty-live  years,  the  traffic  doubles  every  ten  years. 
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MUNICIPALITIES 

81 — Municipal  or  Local  Regulation  of  Utilities. 

Municipal  or  State  Control,  Editorial,  Electric  Railway  Journal, 
December  6,  1913,  p.  1165. 

This  discusses  the  judgment  of  the  committee  of  franchises  of  the  National 
Municipal  League  to  the  effect  that  the  regulation  of  public  utilities  in  large- 
cities  should  be  divided  between  purely  local  authority,  and  the  state  commission. 
The  statement  is  made  that  purely  local  regulation  of  public  utilities  has  beer 
proved  to  be  ineffective.  A  body  exercising  supervision  over  an  entire  state  is 
in  a  position  to  administer  its  duties  without  regard  to  local  claims  or  prejudices. 
A  local  body  would  be  likely  to  be  swayed  by  the  clamor  of  the  community. 
Tlie  suggestion  of  the  committee  is  open  to  the  criticism  that,  if  a  local  com- 
munity has  control  over  service,  it  might  so  regulate  that  service  as  to  make 
the  rates  inadequate.  If  this  occurred,  the  return  on  the  securities  outstanding 
might  be  affected.  There  would  then  be  a  situation  where  the  local  commission 
was  demanding  a  service  greater  than  the  rates  would  justify,  with  the  result 
that  the  return  on  the  investment  would  be  endangered  or  lowered.  A  system 
of  single  control  is  better  than  one  of  dual  form  because  it  does  place  a  measure 
of  responsibility  for  the  success  of  operation  upon  the  body  which  exercises  con- 
trol over  service.  A  community  should  not  seek  both  to  exercise  broad  powers 
and  to  escape  responsibility  for  its  action. 

GENERAL 

91 — Promotion  and  Growth  of  the  Business. 

Cheap  Electricity  in  Sweden.  Electrical  Engineering,  December, 
1913,  p.  511. 

This  states  that  at  a  recent  meeting  of  the  board  of  managers  of  the  Goteborg 
electric  light  and  power  plant,  a  novel  plan  to  introduce  electricity  into  the  1 
and  2-room  flats  was  advanced.  Of  the  30,000  apartments  of  2  rooms  and 
kitchen  or  less  in  Goteborg,  only  3,100  are  supplied  with  electricity.  The  chief 
reason  for  this  is  the  expense  of  installing  a  special  meter  for  each  2-lamp 
apartment.  The  house  owners  have  not  felt  inclined  to  go  to  such  expense, 
and  the  tenants  have  not  been  wiling  to  spend  so  much  on  apartments  that 
they  might  occupy  for  only  a  short  time. 

The  director  of  the  electric  plant  proposes  to  join  all  the  small  apartments  in  a 
house  with  a  common  current  limiter,  the  rental  for  the  number  of  lamps  for 
which  the  limiter  is  adjusted  to  be  paid  by  the  house  owner  to  the  electric  com- 
pany and  the  house  owner  to  be  reimbursed  by  additional  rental  for  each  apart- 
ment. The  system  has  been  tried  in  four  houses  averaging  21  apartments  each, 
and  the  results  have  been  satisfactory.  The  installation  costs  per  house  were 
reduced  about  40  per  cent.  The  cost  of  current  will  amount  to  13.4  cents  per 
lamp  per  month,  or  26. S  cents  per  month  for  2  lamps.  At  present  the  consumer 
pays  $4.02  per  year  for  two  lamps  plus  the  current  limiter. 

COURT   DECISION   REFERENCES. 

129.3— Refusal  of  Service. 

Olin  v.  United  Electric  Light  &  Power  Company.  Decision  of  the 
New  York  Supreme  Court,  Appellate  Term,  First  Department. 
November  13,  1913.    143  N.  Y.  Supp.  1012. 

In  this  case  the  cut-out  inspector  of  the  United  Electric  Light  &  Power  Com- 
pany   called    at    an    apartment    and.   after   obtaining   entrance   by   pretense   of   a 
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desire  to  read  the  electric  meter,  proceeded  to  turn  off  the  current,  alleging 
that  the  consumer  did  not  pay  his  bills  The  court  holds  the  company  liable 
for  trespass. 

139.9— Deposits. 

Flemming  v.  Taylor  Fuel,  Light  &  Power  Co.  et  al.  Decision  of 
the  Supreme  Court  of  Kansas.    November  8,  1913.    136  Pacific  228. 

This  holds  that  the  Natural  Gas  Company  of  Gas  City,  Kansas,  which  is  the 
agent  of  a  mortgagee  which  took  over  the  Taylor  Fuel,  Light  &  Power  Com- 
pany, acquired,  by  this  transaction,  the  responsibilities  as  well  as  the  rights 
of  the  original  company.  Consequently,  on  being  allowed  to  discontinue  busi- 
ness, it  should  be  required  to  return  to  the  consumers  the  meter  deposits  which 
were  paid  to  the  original  company. 

616 — Official  or  Government  Rates. 

Public  Service  Railway  Company  v.  Board  of  Public  Utility  Com- 
missioners of  New  Jersey.  Decision  of  the  Supreme  Court  of  New 
Jersey.    November  10,  1913.    88  Atlantic  818. 

This  decision  sets  aside  an  order  of  the  Commission  whereby  the  company 
is  required  to  comply  with  an  ordinance  of  the  city  of  Perth  Amboy,  providing 
that  all  policemen  and  paid  firemen,  while  on  duty,  should  ride  free  of  charge 
within  the  city  limits.  The  company  had  followed  the  practice  of  requiring 
such  officials,  when  not  in  uniform,  to  present  a  book  of  tickets  which  it  fur- 
nished to  them  free,  in  order  to  protect  itself  from  abuse  of  this  provision. 
The  court  holds  that  this  rule  of  the  company  was  reasonable  and  sets  aside 
the  order  of  the  Commission. 

224 — Rate  Regulation. 

Wood  v.  Vandalia  R.  Company.  Suit  to  Set  Aside  an  Order  of  the 
Circuit  Court  of  the  United  States  Enjoining  an  Order  of  the  Indiana 
Commission,  Regulating  Rates.  Decision  of  the  United  States  Su- 
preme Court  Upholding  the  Commission's  Decision.  October  20, 
1913.    34  Supreme  Court  7. 

The  order  of  the  Indiana  Commission,  referred  to,  decreased  the  maximum  rates 
<>n  the  freight  traffic  moving  on  class  rates,  on  that  portion  of  the  Vandalia 
Company's  road  which  lay  between  Indianapolis  and  the  western  boundary  of 
Indiana,  a  distance  of  about  SO  miles.  In  setting  aside  the  Commission's  order, 
the  lower  court  assumed  that  the  ratio  of  the  total  operating  costs  of  the 
traffic  concerned,  to  the  total  revenue  on  that  portion,  would  be  the  same  as 
the  ratio  of  the  total  expenses  of  the  division  to  the  total  revenue  of  the 
division.  The' decision  says:  "[The]  ratio  of  total  expense  to  total  earnings 
affords,  in  itself,  no  sufficient  basis  for  determining  the  cost  of  the  transporta- 
tion of  the  particular  traffic  covered  by  the  order  under  review.  It  alone 
furnishes  no  ground  for  invalidating  the  finding  of  the  commission  that  the 
existing  rates  were  exorbitant  and  that  the  substituted  rates  would  be  fair. 
Before  such  a  ratio  could  properly  be  used  in  setting  forth  the  cost  of  a 
specified  portion  of  the  traffic,  it  would  be  necessary  to  have  evidence  either 
justifying  the  conclusion  that  the  cost  in  proportion  to  the  revenue  was  sub- 
stantially the  same  for  that  part  of  the  traffic  as  lor  the  whole,  or,  if  there 
were   a   material    difference,    satisfactorily    showing    its    nature   and    extent." 
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RATES 

72 — Rate  Schedules. 

The  Omaha  Electric  Light  and  Power  Co.  has  published  the  follow- 
ing lighting  rate  (effective  July  1,  1913)  and  power  rate  (effective 
October  1,  1913). 

LIGHTING  RATE. 
Character  of  Service. 

Effective  for  commercial  and  residence  lighting.  The  secondary  lighting  rate  of 
6  cents  per  unit  (K.  W.  H. )  is  effective  for  all  electrical  heating  devices  and  the 
charging  of  storage  batteries  designed  for  use  in  electric  vehicles. 

Rate. 

12  cents  per  kilowatt-hour  for  the  first  30  hours  use  per  month  of  maximum 
demand. 

G  cents  per  kilowatt-hour  for  excess  use. 

Determination  of  Demand. 

Commercial  lighting. — Active  load,   100  per  cent  of  total  connected  load. 

Residence  lighting. — Active  load,  60  per  cent  of  total  connected  load. 

Prompt  Payment  Discount. 

5  per  cent  discount  on  total  hill  if  paid  within  10  days  from  date. 

Minimum  Charge. 

For  regular  service,  none. 

For  emergency  or  throw  over  service.  $1.00  per  month  per  kilowatt  of  capacity 
connected  to  the  service  lines,  and  for  no  less  a  period  than  one  year. 

Lamp  Renewals. 

Standard  carbon  or  gem  incandescent  lamps  will  be  furnished  and  renewed  only 
on  customer's  premises  without  additional  charge  (to  customers  entitled  to  free 
lamp  renewals )  in  standard  sizes  of  4  C.  P.  20  watts,  10  C.  P.  30  watts,  1G  C.  P. 
~>0  watts,  32  C.  P.  100  watts,  either  clear  or  frosted. 

RETAIL   POWER  RATE. 
Rate. 

9  cents  gross  per  kilowatt-hour  for  the  first  200  kilowatt-hours  per  month, 
•i  cents  net  per  kilowatt  hour  for  the  next  400  kilowatt-hours  per  month. 
3        "        <<      «  <<  .*         <<      k       a      2600  "  '*  "  " 

2       "        "      "  "  ■■        "  all  excess 

Discount. 

One  cent  per  kilowatt-hour  on  first  200  if  paid  within  10  days  from  date. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Minimum  Charge. 

For  regular  service,  $300  per  month. 

For  emergency  service  or  throw  over  service.  $1.00  per  kilowatt  of  capacity 
connected  to  the  service  lines,  and  for  no  less  a  period  than  one  year. 

WHOLESALE  POWER  RATE. 

Character  of  Service. 

This  rate  is  designed  to  apply  to  large  industrial  enterprises  using  3  phase 
60  cycle  alternating  current  and  requiring  long  hours  use  of  power  apparatus 
(where  the  guarantee  of  a  minimum  income  of  $140.00  per  month  to  the  Com- 
pany is  warranted  under  a  long  term  contract). 

Rate. 

Demand  Charge. 

$1.25  per  month  per  kilowatt  of  capacity  connected,  for  installations  of 
over  150  horse-power. 

Energy  Charge. 

1  cent  per  kilowatt-hour. 

Determination  of  Demand.  The  demand  is  considered  as  the  total  of  capacity 
connected. 

Discounts.     None. 

Minimum  Charge.     $140.00  per  month. 

GREEN  BAY,  WISCONSIN 

72 — Rate  Schedules. 

City  op  Green  Bay  vs.  Green  Bay  Gas  and  Electric  Company, 
Decision  of  the  "Wisconsin  Railroad  Commission,  Establishing  Gas 
and  Electric  Rates,  July  11,  1913. 

The  following  rates  are  to  be  charged  for  all  gas  sold,  regardless  of 
the  purpose  for  which  it  is  used. 

Rate. 

$1.25  gross  and  $1.15  net  for  first     M.  cu.  ft.  per  month. 
1.15       "        "       1.05     "      "    second  M.  cu.  ft.     " 
1.05       "        "         .95     "      "    next  3  "    "     "       " 
1.00       "        "         .90     "      "    all  over  5  M.  cu.  ft.  per  month. 

Minimum  monthly  charge  40  cents  net  or  50  cents  gross  per  meter. 

The  electric  rates  fixed  by  the  Commission  are  as  follows: 

GENERAL    LIGHTING    RATE. 

For  all  lighting  service  furnished  residences,  business  places,  and  public  buildingSj 
including  incidental  use  of  appliances  for  heating  and  power  measured  by  the 
same  meter. 

Rate. 

10  cents  net  or  11   cents  gross  per  kilowatt-hour  for  the   first   30  kw.  hr.   per 
month  per  active  kw.  connected. 
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8  cents  net  or  9  cents  gross  per  kilowatt-hour  for  the  next  00  kw.  hr.  per 
month  per  active  kw.  connected. 

4  cents  net  or  5  cents  gross  per  kilowatt-hour  for  all  use  in  excess  of  90  kw. 
hr.  per  month  per  active  kw.  connected. 

For  all  signs,  outlines  and  window  lighting  on  a  yearly  contract  basis  5  cents 
net  or  6  cents  gross  per  active  50  watt  lamp  or  its  equivalent  per  month 
plus  4  cents  net  or  5  cents  gross  per  kilowatt-hour  for  current  consumed  as 
estimated  according  to  the  schedule  of  lighting  hours. 

Determination  of  Active  Connected  Load. 

The  active  load  shall  be  determined  as  ordered  for  Class  A,  B,  C,  E,  and  F  in 
In  re  Madison  Gas  and  Electric  Company  7  W.  R.  C.  R.  152,  107.  (For  a  similar 
classification  see  3  Kate  Research  245.) 

Minimum  Charge. 

$1.00  net  or  $1.10  gross  per  month  per  meter. 

Prompt  Payment  Discount. 

The  difference  between  the  gross  and   net  rates   shall   constitute  a  discount   for 

prompt  payment  of  bills. 

Terms  and  Conditions. 

For  the   reconnection   of   meters  for   the   same   consumer   on  the   same   premises, 

a  charge  of  $1.00  per  meter  shall  be  made. 

Where  the   company  is   unable   to   read   meter,   after   reasonable  effort,  the   fact 

shall   be    plainly   indicated    on   the   monthly   bill,    the   minimum    charge   shall   be 

assessed  and  the  differences  shall  be  adjusted  with  the  consumer  when  meter  is 

again  read. 

COMMISSION  DECISIONS 

WISCONSIN 

314 — Investment  and  Return. 

Complaint  v.  The  Milwaukee  Gas  Light  Company,  Alleging  Exces- 
sive Rates.  Decision  of  the  Wisconsin  Railroad  Commission,  Adjust- 
ing Rates.     Decided  August  4,  1913. 

This  case  was  reported  in  4  Rate  Research  1  from  an  account  given 
in  the  Electrical  World.  The  text  has  now  been  received  and  con- 
tains important  holdings  on  overhead  charges  and  going  value.  Atten- 
tion is  called  to  the  correction  of  the  statement  to  the  effect  that  no 
allowance  was  made  for  going  value. 

314 — Overhead  Charges. 

Considerable  discussion  is  given  the  question  of  a  proper  allowance 
for  overhead  charges  and  the  proper  handling  of  the  various  items 
included  in  the  overhead.  W.  H.  Blood  Jr.  of  Stone  &  Webster  ar- 
rives at  a  total  of  S6y2  per  cent  for  overhead  charges.  The  company  s 
chief  engineer  estimates  16  per  cent  on  land  and  1814  per  cent  on 
other  physical  property.  In  explaining  the  lower  allowance  in  the 
Commissioner's  valuation  the  decisions  say: 

The  proper  allowance  for  this  item  cannot  be  stated  in  general 
since  it  depends  upon  many  variable  conditions,  particularly  upon 
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the  make-up  of  the  unit  prices  to  the  sum  of  which  it  is  to  be 
applied.  All  of  this  overhead  might  be  added  to  the  individual 
items,  but  since  a  great  deal  of  it  is  not  easily  assigned  to  any 
particular  item,  it  is  customary  to  add  it  to  the  total.  Practice, 
however,  is  not  at  all  uniform  as  to  what  should  properly  be  in- 
cluded in  unit  prices  and  what  should  be  carried  as  overhead.  A 
knowledge  of  the  make-up  of  unit  prices  is  therefore  absolutely 
essential  to  the  determination  of  the  proper  allowance  for  over- 
head.    .     .     . 

The  prices  used  by  the  Commission's  staff  includes  certain  allow- 
ances for  overhead  for  example,  the  prices  used  for  a  holder  is  the 
price  of  the  unit  in  place. 

This  price  covers  design,  material,  shop  and  installation  labor, 
freight,  various  overhead  charges,  and  profit.  The  overhead  here 
included  is  the  overhead  to  which  the  witnesses  referred  and  is 
different  from  the  additional  percentage  which  must  be  added  to 
the  cost  of  this  holder  to  cover  the  indirect  expense  which  the  pur- 
chaser must  incur.  What  has  ben  said  in  regard  to  holders  applies. 
.  .  .  to  all  equipment  which  is  customarily  furnished  erected  in 
place  by  the  manufacturer  or  contractor.  In  all  such  cases,  the 
prices  used  by  the  staff  are  intended  to  cover  the  reasonable  value 
of  this  eciuipment  as  erected.     .     .     . 

Giving  due  consideration  to  the  methods  employed  by  the  engineers 
of  the  Commission  and  the  elements  which  enter  into  the  unit 
prices  used  by  them,  we  believe  that  the  addition  of  15  per  cent  to 
the  sum  of  the  various  items  as  shown  in  the  foregoing  tabulation 
represents  in  the  present  instance  a  fair  allowance  for  the  indirect 
or  overhead  cost.     .     .     . 

In  previous  decisions  the  Commission  has  usually  allowed  12  per 
cent  for  overhead.  This  case  is  important,  therefore,  not  only  show- 
ing the  Commission's  method  of  treating  allowances  for  overhead, 
but  also  marking  the  change  in  the  actual  per  cent  allowed  in  valua- 
tions of,  at  least,  the  large  utility  properties.  The  decision  in  the 
Oshkosh  Waterworks  Company  case,  reported  in  4  Rate  Research 
119,  in  which  an  allowance  of  15  per  cent  for  overhead  charges  was 
made,  is  a  later  decision. 

351.1— Going  Value. 

The  propriety  of  an  allowance  to  cover  the  cost  of  development  of 
the  business  has  been  recognized  by  this  Commission  in  numerous 
decisions  and  need  not  be  discussed  here.  The  respondent  intro- 
duced tesitmony  by  several  witnesses  in  regard  to  going  value.  The 
estimates  of  the  different  experts  were  not  far  apart,  varying 
from  $2,287,000  to  $2,733,000.  The  methods  by  which  they  readied 
their  conclusions,  however,  differ  widely.     .     .     . 

In  criticism  of  the  method  of  certain  experts  who  base  their  results 
upon  a  loss  ol'  revenue  while  a  new  plant   is  overtaking  an  existing 
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plant,  the  decision  cites  the  ease,  City  of  Green  Hay  v.  Green  Bay 
Water  Company,  as  follows : 

"If  the  cost  of  reproducing  the  business  is  to  be  the  test  of  going 
value  it  seems  that  the  cost  to  be  determined  should  be  the  cost  of 
developing  the  business  equal  to  the  present  business,  providing 

the  earnings  from  that  business  are  not  excessive,  rather  than  the 
present  worth  of  the  differences  between  the  earnings  of  the  two 
plants  during  the  five  year  period  which  it  has  been  assumed  would 
be  necessary  to  hring  the  two  plants  to  an  equal  basis,   without 
regard  to  whether  the  earnings  at  the  end  of  that  time  are  exces- 
sive or  are  unreasonably  low.     .     .     ."     (11  W.  R.  C.  K.  236,  247.) 
The  cost  of  development  must  not  be  confused  with  what  an  in- 
vestor would  be  willing  to  pay  in  the  market  above  actual  physical 
value  for  an  established  business.     .     .     . 
Where  the  proper  records  exist  the  Commission  determines  the  cost 
of  developing  the  business  from  the  actual  records  of  the  company. 
No  reliable  records  are  available  in  this  case  for  such  a  computation. 
In  the  majority  of  cases  it  is  impossible  to  arrive  at  the  value  of 
the  physical  property  from  an   examination  of  the  books.     It  is 
largely  this  fact  which  has  caused  such  great  importance  to  be 
attached  to  the  theory  of  reproduction.     It  might  seem  reasonable 
to  estimate  the  cost  of  development  of  a  business  in  somewhat  the 
same  way  that  the  cost  of  reproduction  of  the  physical  property  is 
determined.     Very  few  plants  are  profitable  from  the  beginning. 
In  general,  deficits  occur  during  the  early  years  of  operation. 
In  other  decisions  the  Commission  has  calculated  the  cost  of  de- 
velopment of  going  value  from  an  examination  of  these  deficits.    If 
we  were  to  assume  a  property  starting  today,  we  might  prepare  an 
estimate  of  the  rate  of  development  of  this  property,  the  revenue, 
the   cost   of   operation,    including   depreciation   and   taxes.      By   a 
method  similar  to  that   employed  for  calculation  based  upon  the 
past  history  of  the  plant   (see  Hill  v.  Antigo  Water  Co.  1909,  3 
W.  11.   C.  E.   623,  and  other  decisions^),  we  could  determine  the 
total  deficit  up  to  the  time  the  plant  became  profitable.     .     .     . 
A  table  is  given  showing  estimates  of  the  cost  of  developing  business 
at  the  end  of  the  year  for  the  first  four  years.     At  the  end  of  the 
fourth  year  this  cost  is  estimated  at  $431,797  and  an  allowance  of 
about   this   amount    is   made   in   the   Commission's   final   figure   as   a 
basis  for  rate  making. 

This   is   the   first   decision   in   which   the   Commission   has   computed 
probable    costs   of   building  up    the   business   where   actual   records 
are  lacking. 
36 — Depreciation. 

It  is  difficult  to  forecast  what  may  happen  a  number  of  years  in 
the  future,  and  depreciation  allowances  based  upon  present  condi- 
tions and  present  estimates  of  life  of  property  may  prove  inade- 
quate. It  is  doubtful  whether  the  replacement  of  mains  and  serv- 
ices could  be  accomplished  at  the  cost  at  which  they  were  originally 
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laid.  It  is  probably  true  that  some  would  have  to  be  discarded 
before  they  reached  their  theoretical  life,  due  to  municipal  im- 
provements. Unforseen  conditions  may  also  arise  which  would 
tend  to  shorten  the  life  of  the  various  plant  equipment.  Some 
allowance  should  be  made  for  these  uncertainties.  In  our  compu- 
tations we  have  allowed  for  depreciation  2  per  cent  on  the  entire 
property,  exclusive  of  working  capital,  which  is  a  little  over  2*/> 
per  cent  on  the  depreciable  property.  This,  we  believe,  will  pro- 
vide for  the  probable  departure  from  theoretical  depreciation.     .     . 

411.2 — Demand    Charges. 

It  has  sometimes  been  erroneously  stated  that  demand  is  not  a 
large  factor  in  the  determination  of  equitable  gas  rates.  The 
argument  is  advanced  that  the  product  is  made  uniformly  through- 
out the  day  and  not  as  is  required  by  consumption,  as  is  the  case 
in  electric  distribution  for  example.  The  holder  provides  the 
excess  capacity  and  enables  the  consumer  to  take  the  gas  as  he 
requires  it.  Under  such  a  theory  all  manufacturing  expenses 
would  be  chargeable  to  output,  It  is  well  known,  however,  that 
there  are  rather  large  weekly  and  seasonable  variations  in  gas 
sendout.  Since  it  is  necessary  to  provide  equipment  to  meet  the 
annual  peak,  it  is  evident  that  the  demand  is  not  negligible  in  any 
case.  Moreover,  the  fact  that  a  holder  is  required  immediately 
necessitates  the  assignment  of  investment  and  expenses  of  such 
units  to  demand. 

When  we  come  to  consider  the  distribution  system,  it  is  at  once 
apparent  that  the  demand  is  a  large  factor.  The  sendout  at  the 
noon  and  evening  peaks  is  frequently  several  times  the  average 
sendout  of  the  day.  The  size  of  mains  and  services  is  determined 
by  the  peak  demand.     .     .     . 

6 — Rate  Differentials. 

From  the  apportionments  already  discussed,  it  is  seen  that  there 
is  a  difference  in  the  cost  of  serving  the  various  consumers,  and 
that  the  cost  to  the  smallest  consumer  is  more  than  he  can  be  re- 
quired to  pay.  [About  70  per  cent  of  the  company's  consumers 
pay  less  than  the  cost  of  service.]  Should  the  rate  to  such  users 
be  based  entirely  upon  costs,  they  would  stop  taking  gas.  This 
is  recognized  in  the  preparation  of  rate  schedules.  It  is  neces- 
sary to  spread  the  loss  resulting  from  supplying  the  smallest  users 
below  cost  over  a  large  portion  of  the  consumption.  While  it  is 
true  that  the  long  hour  user  is  entitled  to  a  lower  rate  than  the 
short  hour  user,  it  is  difficult  to  install  a  rate  based  primarily  on 
demand.  It  is  found,  however,  that  the  larger  consumers  in  the 
various  classes  are  in  general  the  long  hour  users.  It  appears  that 
a  schedule  similar  in  form  to  that  which  has  been  installed  by 
this  Commission  in  other  cases  involving  gas  rates  is,  all  things 
considered,  the  most  practicable.  This  schedule  at  present  in  force 
in  Milwaukee  follows  this  general  form.  Some  adjustment  in  the 
steps   is  needed.     It  is  argued  against  such   a   schedule  that    the 
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burden  is  thereby  cast  upon  the  consumer  least  able  to  pay  and 
that  the  advantage  accrues  to  the  large  user  who,  it  is  contended, 
pays  less  than  his  share  since  his  actual  rate  is  lower.  The  fore- 
going analysis,  however,  refute  such  arguments  so  far  as  cost  is 
concerned.  Assuming  that  there  is  justification  for  lightening  tbe 
burden  of  the  smaller  user,  it  would  appear  that  a  schedule  which 
assesses  against  70  per  cent  of  all  users  less  than  their  full  share 
of  the  cost  is  as  great  a  departure  from  such  cost  as  can  reason- 
ably be  expected,  even  from  the  standpoint  of  social  welfare.     .     . 

72 — Rate  Schedules. 

The  statement  of  the  rates  ordered  should  be  as  follows: 

75  cents  per  thousand  cubic  feet  net  for  the  first  7,000  cubic  feet  per  month. 
65  cents  per  thousand  cubic  feet  net  for  the  next  13,000  cubic  feet  per  month. 
55  cents  per  thousand  cubic  feet  net  for  the  next  80,000  cubic  feet  per  month. 
50  cents  per  thousand  cubic  feet  net  for  the  next  100.000  cubic  feet  per  month. 
45  cents  per  thousand  cubic  feet  net  for  excess  over  100,000  cubic  feet  per 
month. 

9 — General. 

The  respondent  calls  attention  to  the  fact  that  while  other  com- 
modities have  been  constantly  increasing  in  price,  the  price  of  gas 
has  fallen,  although  the  cost  of  labor  and  coal  has  increased. 
This  is  true  of  most  public  utility  service  and  is  occasioned  largely 
by  the  decreased  cost  of  service  due  to  large  use  of  the  investment. 
The  large  increase  in  number  of  consumers  per  mile  of  main, 
already  shown  greatly  decreased  distribution  cost  per  thousand 
cubic  feet.  However,  it  would  appear  that  the  respondent  has 
in  the  past  given  the  consumer  reasonable  benefit  of  such  saving 
by  voluntary  reductions  in  rates.  It  is  also  true  that  the  rate  in 
Milwaukee,  as  compared  with  rates  in  other  cities,  is  rather 
low.     .     .     . 

WISCONSIN 

3 — Investment  and  Return. 

Investigation  of  the  Service  of  the  Milwaukee  Electric  Railway  and 
Light  Company.  Decision  of  the  Wisconsin  Railroad  Commission, 
Specifying  Requirements  of  Service  and  Upholding  the  Reduction  in 
the  Fare  Made  in  the  Former  Order.    Decided  November  25,  1913. 

This  decision  is  concerned  chiefly  with  the  matter  of  improvements  in 
the  service.  The  company  contended,  however,  that  the  rates  of  faro 
ordered  in  the  former  decision,  generallv  known  as  the  Milwaukee 
Fares  Case  (City  of  Milwaukee  v.  T.  M.  E.  R.  &  L.  Co.  1912  10 
W.  R.  C.  R.  1),  are  inadequate  and  certain  of  the  rate  matters  are 
reviewed  in  the  present  case.  The  valuation  made  in  the  former  case 
is  revised  and  brought  up  to  date.  Data  covering  the  period  in  which 
tbe  new  rates  were  in  effect  were  also  considered.  The  commission 
holds  that  the  rates  are  adequate  and  that  the  service  requirements 
ordered  in  the  present  case  will  consume  only  a  portion  of  the  excess 
available,  leaving  a  considerable  margin  for  other  purposes. 
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34 — Rate  of  Return. 

A  rate  of  return  of  7.5  per  cent  for  interest  and  profit  on  such 
valuation  of  the  property  as  that  allowed  in  the  Fare  Case  and 
under  such  conditions  as  otherwise  obtained  therein  is  ordinarily 
sufficient  to  bring  the  necessary  capital  into  the  service  except 
perhaps  in  cases  where  the  utilities  are  grossly  over  capitalized. 
This  statement  is  hased  upon  careful  inquiries  into  such  matters 
covering  many  years  and  all  kinds  of  conditions.  There  are  of 
course  times,  mostly  of  comparatively  short  duration,  when  the  state 
of  the  money  market  is  such  that  few  seeurities  can  he  marketed 
no  matter  how  sound  they  may  be.  Such  conditions,  however,  are 
as  a  rule,  abnormal  and  cannot  fairly  be  made  the  ground  or  basis 
for  what  constitutes  necessary  and  fair  returns.  It  is  also  obvious 
that  fairness  demands  that  over-capitalization  be  eliminated  from 
those  factors  upon  which  reasonable  returns  are  based.  Any  other 
rule  would  not  only  be  inequitable  as  against  the  public  but  would 
make  effective  regulation  of  any  kind  impossible. 

352 — Expense. 

The  charges  for  interest  and  profit  during  the  past  few  years 
have  also  been  above  normal,  due  to  the  fact  that  the  company 
had  reached  the  point  where  increase  in  the  business  required 
greater  than  the  ordinary  expenditures  for  new  property  or  exten- 
sions. .  .  .  Such  periods  for  every  growing  utility  are  reached 
from  time  to  time.  When  so  reached  the  interest  charges  become 
relatively  large  for  some  time ;  but  as  the  business  develops,  their 
relation  to  the  earnings  are  as  a  rule  gradually  decreased  until  the 
next  period  is  reached  when  the  capacity  of  the  plant  is  again  out- 
grown and  further  extensions  are  required.  For  growing  utilities 
there  are  thus  years  when  the  interest  charges  are  relatively  high 
as  well  as  years  when  they  arc  relatively  low. 

36 — Depreciation. 

It  does  not  seem  fair  to  allow  a  continuously  operating  property  an 
expense  for  financing  depreciation  on  a  straight  line  basis.  A  com- 
pany as  large  as  the  one  in  question  with  a  number  of  joint  util- 
ities and  subsidiary  properties  under  its  control  and  with  numer- 
ous opportunities  for  commercial  investment  can  readily  invest 
any  offsetting  assets  of  the  depreciation  reserve  liability  at  an 
average  of  4%  return  or  better.  Furthermore,  it  would  be  ques- 
tioning the  capability  of  the  Company's  administration  to  assume 
that  it  allowed  money  to  remain  idle  within  its  business,  in  fact 
in  the  Fare  Case,  10  W.  R.  C.  R.  159.  the  statement  is  made  that 
the  reserve  liability  is  partly  offset  by  securities  and  partly  by 
property.  Under  such  conditions  the  straight  line  basis  docs  not 
seem  justifiable. 

The  straight  line  basis  in  the  Pare  Case  (10  W.  R.  C.  R.  239)  was 
justified  on  the  ground  that  no  inclusion  had  been  made  of  the 
12%  overhead.  Now  it  seems  that  about  half  or  more  of  the  over- 
head is  permanent,  does  not  depreciate,  and  therefore,  will  not  he 
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required  in  reconstruction.  For  instance,  it  is  held  that  only  in 
total  supersession  do  all  overhead  charges  depreciate  and  that  a 
normal  depreciation  allowance  should  not  be  based  upon  such 
assumption.  It  is  held  that  certain  charges  for  engineering  and 
supervision  do  not  depreciate  and  that  cost  of  contingencies  and 
losses  during  construction  do  not  necessarily  have  to  be  replaced 
in  their  entirety.  Also,  that  interest  during  construction  is  in  the 
same  category,  while  preliminary  organization,  promotion,  develop- 
ment, administration  and  legal  expenses  do  not  usually  have  to 
he  repeated  in  replacement. 

With  these  facts  in  mind  the  4:r/v  basis  for  financing  with  about 
one-half  of  the  overhead  included  seems  to  be  the  fairest  to  the 
public  and  the  company.     .     .     . 
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(1st  D.)   in  the  case  now  pending.     Xo  opinion  has  as  yet  been  handed  down. 

615.1 — Limited  Hour  Service. 

A  Two-Kate  Tariff  System  Without  Time-Operated  Control,  by 
H.  H.  Perry,  A  Paper  Read  before  the  Manchester  (England)  Sec- 
tion of  the  Institution  of  Electrical  Engineers,  November  18.  Elec- 
trical Review,  2  pages,  December  13,  1913,  p.  1159. 

The  object  of  this  paper  is  (1)  to  show  that  the  nse  of  electricity  can  be  ex- 
tended, with  advantage  both  to  supplier  and  consumer,  by  granting  facilities  to 
the  latter  for  using  his  lighting  circuits  during  '•oft*  peak"  hours  at  a  low-rate 
charge;  and  (2)  to  show  that  the  multiplication  of  domestic  power  circuits  while 
being  an  advantage,  is  not  always  necessary  for  securing  a  low-rate  charge. 
Various  systems  of  recording  two  different  rates  are  mentioned.  It  is  asserted 
that  it  is  unnecessary  to  go  to  the  expense  of  any  of  the  systems  in  order  to 
change  a  consumer's  meter  over  from  the  high  rate  to  the  low  rate  when  a  mag- 
netic change-over  switch  will  automatically  do  this.  There  is  a  detailed  descrip- 
tion of  this  device,  and  various  diagrams  illustrating  it.  It  is  claimed  that  the 
system  has  the  advantages  of  simplicity  in  working  and  clear  indication  of  the 
charges  to  he  met  by  the  consumer. 

224 — Rate  Regulation. 

Charges  for  Public  Service  to  Private  Fire  Protection  Systems, 
by  W.  E.  Miller.  Abstract  of  a  Paper  Read  Before  the  American 
Water  Works  Association,  June,  1913,  Engine crinej  News,  December 
11,  1913,  page  1168. 

This  article,  by  W.  E.  Miller,  of  the  Engineering  Department  of  the  Wisconsin 
Commission,  gives  the  results  of  an  investigation  of  the  valuation  of  the  Mil- 
waukee, Wisconsin,  Water  Works  to  apportion  the    value    between   public   and 
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private   service.     The  report  required  covered  the  following  questions: 

(1)  What  is  the  effect  of  private  fire  service  connections  upon  the  neces- 
sary facilities  of  the  utility? 

(2)  Is  private  fire  service  fairly  chargeable  with  the  support  of  any  part 
of  the  plant  investment? 

(3)  If  private  fire  service  is  chargeable  with  any  part  of  the  plant  invest- 
ment, upon  what  basis  is  the  amount  of  the  investment  so  to  be  supported  to 
be  measured? 

The  report  covered  also  the  method  of  making  the  primary  apportionment  of 
the  value  of  the  property  between  public  and  private  service.  Briefly  stated, 
that  method  was  to  apportion  the  value  of  each  feature  of  the  property  on  the 
basis  of  the  estimated  relative  costs  of  corresponding  features  of  hypothetical 
separate  plants.  There  is  an  analysis  of  the  cost  of  furnishing  the  service  and 
of  the  value  of  the  service.  Th3  conclusions  reached  are  that,  in  view  of  all 
the  considerations  in  the  matter,  the  Milwaukee  Water  Works  Company  should 
continue  to  furnish  service  to  private  fire  systems  free  of  especial  charge,  pro- 
vided they  be  metered,  as  required  by  the  rules  of  the  department. 

122 — Just  and  Reasonable  Charges. 

Water-Works  Charges  for  Private  Fire  Protection,  by  Leonoard 
Metcalf.  Abstract  of  a  Paper  Read  before  the  1913  Convention  of 
the  New  England  Water-Works  Association.  Engineering,  News,  2 
pages,  December  18,  1913,  p.  1236. 

This  is  a  study  of  the  principles  and  practice  of  charges  for  private  fire  pro- 
tection. There  is  a  discussion  of  the  cost  of  private  fire  protection  and  the 
savings  effected  by  it.  The  statement  is  made  that  the  question  as  to  whether 
or  not  charge  should  be  made  for  private  fire-protection  service,  depends  largely 
upon  local  conditions  and  circumstances.  There  is  good  ground  in  equity  for 
urging  upon  the  one  hand  that  no  charge  should  be  made  for  such  service,  in 
addition  to  the  charge  for  public  fire-protection  service,  and  upon  the  other  hand, 
that  a  moderate  charge  based  upon  the  cost  of  the  special  service  rendered, 
together  with  the  additional  cost  of  inspecting  private  fire-protection  services, 
would  not  be  inequitable  or  burdensome.  In  some  cases  as  the  payments  for 
public  fire-protection  service  are  commensurate  with  its  cost,  and  probably  in 
many  other  cases  as  a  matter  of  expediency  in  encouraging  the  installation  of 
private  fire-protection  of  the  community  against  hazard  of  fire,  it  is  believed 
to  be  desirable  that  a  nominal  charge  only  should  be  rendered  for  private  fire- 
protection  service.  The  distribution  of  the  charge  levied  for  private  fire-protec- 
tion service  can  perhaps  most  simply,  directly  and  equitably  be  levied  as  an 
annual  service  charge  for  each  service-pipe  connection,  increasing  the  amount  of 
the  charge  with  the  pipe  diameter. 

4 — Rate  Theory. 

Rates  for  Electric  Service,  by  L.  H.  Conklin,  Electrical  World, 
Article  and  Editorial,  December  6,  1913,  p.  1167  and  p.  1141. 
This  is  an  answer  to  some  of  the  statements  made  by  Mr.  Percival  Robert 
Moses  in  his  letter  to  the  Electrical  World  abstracted*  in  4  Rate  Research 
92,  in  which  he  advocated  a  uniform  flat  price  per  kilowatt-hour  for  all  classes 
of   business. 

The  statement  is  made  that  differentiating  between  classes  and  conditions  does 
not  injure  anyone,  but  distinctly  benefits  everybody.  A  uniform  price  per 
kilowatt-hour  would  of  necessity  be  an  average  price — a  compromise.  It  would 
be,  therefore,  too  high  for  the  big  or  long-hour  business  and  too  low  for  the 
small  or  short-hour  business.  The  central  station  could  not  get  the  first  busi- 
ness at  this  average  rate,  nor  could  afford  to  take  the  second  at  that  rate.  It 
seems  obvious  that  business  which  would  use  the  apparatus  at  hours  when  it 
Mould  otherwise  be  idle  will  result  in  comparatively  little  additional  operat- 
ing expense.      Mr.    Moses   states   that   central   stations   should    sell   their   product 
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on  a  cost  basis,  but  were  they  obliged  to  sell  energy  at  the  cost  of  producing 
the  additional  energy  over  and  above  the  previous  costs,  plus  a  fixed  profit, 
then  they  would  be  quoting  a  rate  ridiculously  low,  resulting  in  an  unneces- 
sarily large  saving  to  that  class  of  customers.  On  the  other  hand,  if  the  charge 
were  based  on  the  average  cost,  plus  a  profit,  the  business  could  not  be  obtained, 
and  hence  the  proper  price  is  just  a  little  below  what  it  would  cost  the  consumer 
to  reproduce  the  same  service,  thus  resulting  in  a  saving  to  him  and  a  larger 
profit  to  the  Company. 

The  cost  of  serving  any  particular  class  is  seldom  ecpial  to  the  average  cost  of 
serving  all  classes,  so  that  any  conclusion  based  on  such  an  assumption  is  neces- 
sarily in  error;  but  if  the  cost  of  service  was  actually  used  as  the  sole  basis  of 
charge,  the  present  high-cost  business  would  inevitably  become  higher. 

Much  of  Mr.  Moses'  criticism  on  the  great  difference  in  the  methods  of  charging 
between  companies  is  justified,  but  it  is  so  because  of  the  present  period  of  evo- 
lution. Much  has  been  done  to  unify  rates  and  much  more  will  be  done.  It  is 
surprising,  however,  to  find  how  closely  the  different  rate  schemes  of  the  principal 
companies  result  in   the   same  net   rate,  though   wide   apart   in  detail. 

The  editorial  states  that  this  last  statement  should  not  be  taken  as  an  indication 
of  a  belief  that  the  average  rate  of  central  stations  in  different  communities  is 
the  same.  It  is  to  be  taken,  rather,  as  a  support  of  the  equity  and  reasonableness 
of  the  theory  of  the  variable-rate  system  used  by  central  stations  and  a  plea 
of  the  uniform  expression  of  such  rates.  The  cost  of  furnishing  service  to  a  class 
of  consumers  in  one  community  is  not  and  cannot  be  the  same  as  the  cost  in 
another  community  where  conditions  differ. 

INVESTMENT  AND  RETURN 

31 — Valuation. 

Methods  and  Costs  of  Pavement  Valuation:  How  an  Inventory 
of  the  Streets  of  the  Borough  of  Richmond,  New  York  City,  was 
Made  by  Five  Survey  Parties,  by  George  W.  N.  Hallock.  Engi- 
neering Record,  2  pages,  December  6,  1913,  p.  643. 

This  describes  the  methods  used  in  making  the  complete  valuation  survey  of 
all  the  physical  improvements  on  the  streets  of  the  Borough  of  Richmond,  which 
was  recently  undertaken  at  the  investigation  of  the  Department  of  Finance  of 
the  city  of  New  York.  There  is  a  detailed  discussion  of  the  organization  of  the 
working  force,  the  procedure  followed  in  making  the  measurement  and  com- 
putation; the  methods  used  in  ascertaining  the  life  of  the  roads,  and  the  final 
value;  and  of  the  cost  of  the  inventory.  The  article  is  accompanied  by  various 
tables. 

PUBLIC  SERVICE  REGULATION 

221 — Capitalization. 

Public  Control  of  the  Issuing  of  Railway  Securitiks  and  the 
Setting  of  Railway  Contracts,  Editorial,  Engineering  and  Con- 
tracting, December  17,  1913,  p.  673. 

This  comments  on  the  recent  uncovering  of  "graft''  involved  in  the  financing  of 
the  St.  Louis  and  San  Francisco  Railroad  Company,  and  states  that  such  dis- 
honest dealing  will  be  finally  eliminated  by  railway  commissions.  Regulation  of 
the  letting  of  important  construction  and  equipment  contracts  is  recommended 
as  well  as  regulation  of  the  issue  of  securities.  It  is  said  that  the  dullness  of 
the  security  markets  is  not  due  to  the  regulating  actions  of  state  and  federal 
commissions.  No  great  revival  in  the  market  for  railway  and  other  utility  securi- 
ties will  occur  until  same  public  regulation  is  carried  to  its  logical  conclusion. 
Then  realizing  that  a  competent  commission  has  insured  the  honest   investment 
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of  capital,  the  public  will  respond  by  purchasing  those  securities  that  offer  a 
fair  return.  The  ultimate  effect  of  commission  regulation  will  be  to  lower  the 
rates  of  interest  demanded  by  investors  in  public  utility  securities.  This  feature 
is  one  usually  overlooked  by  those  who  urge  government  ownership  on  the 
ground  that  the  government  (city,  state  or  federal)  can  borrow  capital  at  lower 
rates  than  can  a  company.  If  the  government,  through  its  commissions,  care- 
fully scrutinizes  the  issue  of  utility  securities,  carefully  checks  estimates  of  cost 
of  proposed  construction,  carefully  examines  estimates  of  expected  revenue  there- 
from, carefully  supervises  the  sale  of  securities  and  the  letting  of  large  contracts, 
then  it  may  develop  that  interest  rates  on  railway  and  other  public  utility  bonds 
will  fall  to  a  point  not  much  above  the  rates  on  bonds  issued  by  the  public  itself. 
Publicity  and  public  regulation  of  utility  companies,  coupled  with  public  regula- 
tion of  Wall  Street  and  other  security  markets,  will  form  a  tribasic  antidote  to 
the  poison  of  distrust  among  investors. 

222.1 — Form  of  Accounts. 

Public  Utility  Accounting  in  Oregon,  Journal  of  Electricity,  Pouu  r 
and  Gas,  1  page,  December  13,  1913,  p.  543. 

This  is  the  first  of  a  series  of  articles  dealing  with  uniform  classification  of  ac- 
counts for  electric  utilities,  gas  utilities  and  water  utilities,  prepared  under  the 
provisions  of  the  Oregon  Public  Utility  Act  and  prescribed  by  the  Oregon  Rail- 
road Commission.  There  is  a  discussion  of  the  general  method  of  keeping  the 
accounts;  of  the  classes  into  which  the  utilities  are  to  be  divided  for  this  pur- 
pose; and  of  the  instructions  with  regard  to  the  balance  sheet  accounts,  the  cost 
on  book  value  of  securities  owned,  re-acquired  securities  and  discount  and  pre- 
mium on  capital  stock. 

2 — Public  Service  Regulation. 

Recent  Regulatory  Measures  Affecting  Public  Utilities,  by  0.  B. 
Cold  well.  An  Address  Delivered  before  the  Portland  Sections  of 
the  A.  I.  E.  E.  and  N.  E.  L.  A.,  December  2,  1913. 

This  comments  on  the  fact  that  public  utility  companies  have  now  accepted  the 
idea  that  they  are  in  a  large  measure  the  servants  of  the  public,  and  even  that 
the  public  is  to  be  considered  before  anything  else;  that  they  are  imbued  with 
the  idea  that  the  regulating  commissions  are  bodies  created  expressly  for  the 
purpose  of  seeing  that  everybody,  including  the  utilities  themselves,  gets  a  square 
deal.  The  various  existent  regulating  bodies  are  mentioned,  and  the  general 
scope  of  their  work  outlined.  There  is  a  brief  statement  of  the  work  now  being 
handled  by  the  Oregon  Railroad  Commission.  The  statement  is  made  that  all 
public  utilities  of  the  section  seem  to  be  endeavoring  to  be  up  to  date  on  all 
matters  pertaining  to  the  proper  conduct  of  their  business  and  are  in  a  remark- 
able degree  ready  to  cooperate  with  any  of  these  regulatory  bodies  in  an  endeavor 
to  secure  better  results. 

MUNICIPALITIES 

83 — Public  or  Municipal  Ownership. 

Municipal  Electrical  Enterprise  in  England;  a  Discussion  of 
the  Relative  Merits  of  Municipal  and  Private  Operation  of  Elec- 
trical Supply  Undertakings  in  England.  By  A  Briton.  Elec- 
trical World,  Article  and  Editorial,  1 ' ...  pages,  December  13,  1913, 
p.  1205  and  p.  1194. 

This  outlines  the  reasons  and  arguments  which  led  the  English,  government 
to  favor  municipal  rather  than  private  control  of  utilities,  especially  electric 
lighting  plants  and  electric  railways;  points  nut  the  great  number  of  restric- 
tions   placed    upon    these    utilities    by    Parliament;    and    notes    lmw    these    restric- 
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tioiis  have  necessarily  hampered  the  business.  The  neglect  of  the  municipal 
authorities,  in  the  past,  to  take  care  of  depreciation  is  touched  upon.  This 
neglect  is  said  to  be  not  the  fault  of  the  persons  in  authority  at  the  time,  but 
the  fault  of  the  system  under  which  unqualified  persons  are  permitted  to 
rush  into  various  enterprises  for  which  they  have  no  experience  and  to  spend 
capital  drawn  from  the  pockets  of  persons  who  are  compelled  by  law  to  provide 
it,  but  to  whom  is  given  hardly  any  articulate  voice  in  its  disposition.  The 
practical  failure  of  the  municipal  electric  railway  enterprise  is  considered,  and 
the  statement  made  that  in  many  parts  of  England  people  are  coming  to  the 
conclusion  that  the  best  course  for  the  municipal  trader  would  be  to  acquire 
parliamentary  power  to  sell  out  and  thereby  eliminate  his  loss. 

The  editorial  points  out  that  the  British  municipal  plants  are  proceeding  to 
put  themselves  in  a  position  where  they  are  able  to  write  off  the  investment 
as  the  securities  mature:  and  that  private  plants  should  also  provide  for  taking 
care  of  their  bonded  indebtedness  by  a  sinking  fund.  The  statement  is  made 
that   municipal  plants  here  are  not  to  be  advised  or  fostered. 


GENERAL 

19 — General  History  of  Electric  Utilities. 

Unification  of  Power  Supply,  Editorial,  Engineering  Record,  De- 
cember 6,  1913,  p.  623. 

'This  discusses  the  tendency  in  the  modern  development  of  electrical  supply  toward 
consolidation — the  gathering  into  one  great  network  of  all  the  systems  which 
have  grown  up  over  a  widespread  territory.  The  evolution  of  this  movement  is 
traced,  and  the  growth  of  the  Commonwealth  Edison  Company  of  Chicago  cited 
as  a  striking  example  of  this  evolution.  There  is  a  discussion  of  the  various 
loads  handled  by  the  company,  and  of  the  recent  contracts  made,  whereby  it 
agrees  to  furnish  power  for  all  the  surface  railways  of  Chicago,  and  the  five 
elevated  systems.  The  advantages  of  these  loads  to  the  entire  system  is  pointed 
out.  It  is  said  that  '"the  Chicago  system  is,  in  a  word,  the  most  remarkable 
example  of  progress  in  the  theory  and  practice  of  power  development." 

98 — Public  Relations. 

The  Subject  of  Public  Relations,  Editorial,  Electric  Railway 
Journal,  December  13,  1913,  p.  1219. 

This  comments  on  the  fact  that  the  subject  of  public  relations  of  public  utility 
companies  occupied  almost  exclusively  the  attention  of  three  important  confer- 
ences this  week  in  New  York.  It  is  said  that  these  meetings,  following  so  closely 
as  they  did  other  important  conferences  of  public  utility  operators  at  which  the 
same  subjects  were  discussed,  signify  more  than  a  coincidence.  They  show  that 
the  public  utility  operators  of  the  country  realize  as  never  before  the  necessity 
of  meeting  the  criticisms  which  have  been  directed  against  them  in  the  past 
and  of  securing  the  support  of  the  thinking  public  in  the  future.  In  other  words. 
they  feel  that  they  must  go  more  than  half  way  in  proving  to  the  public  their 
sincerity  in  the  policy  of  the  mutual  consideration  of  each  others  interests. 

98 — Public  Relations. 

Meeting  the  Complaints  of  the  Public,  Editorial,  Electric  Eail- 
way  Journal,  December  13,  1913,  p.  1221. 

This  states  that  beyond  all  the  possibility  of  a  doubt,  the  proper  manner  of  meet- 
ing verbal  and  written  complaints  from  the  public  is  a  topic  that  well  deserved 
the  emphasis  bestowed  upon  it  by  various  speakers  at  the  New  York  Electric 
Railway  Association  quarterly  meeting.  The  statement  is  made  that  the  vari- 
ous speakers  mentioned  several  concrete  ways  of  meeting  frankly,  considerately 
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and  rapidly  these  complaints.  From  all  the  discussion,  however,  two  fundamental 
principles  stand  out  in  clear  relief — principles  that  may  be  applied  to  all  com- 
panies, irrespective  of  their  size,  geographical  location  or  organizational  system. 
These  are:  first,  that  the  executive  and  especially  the  managerial  officials  of  a 
company  should  personally  attend  to  all  public  complaints;  and,  second,  that 
they  should  not  only  give  such  matters  their  direct  attention  but  should  settle 
them  by  means  of  personal  interviews. 

13 — Protection  of  the  Corporation. 

Chicago  Public  Utilities,  by  George  W.  Weber,  Weber's  Weekly, 
December  13,  1913,  4  pages-. 

This  states  that  public  utility  concerns  ought  to  be  allowed — in  fact,  encour- 
aged, to  develop  and  extend  themselves  as  economic  units.  There  should  not  be 
duplication  of  service  in  any  territorial  area.  In  contiguous  homogeneous  areas 
the  service  should  be  unified  into  one  system.  Chicago  public  utility  concerns 
should  extend  their  service  inland  as  far  as  practicable  and  acceptable.  Inland 
public  utility  groups  should  be  formed,  and  ought  to  be  connected  together,  mak- 
ing harmonious  instead  of  conflicting  systems  of  electric,  telephone,  gas  and 
other  service.  The  public  would  obtain  beneficial  results  from  such  a  system  of 
development  in  these  branches  of  service.  Regulation  has  come,  and  come  to 
stay,  and  proper  regulation  means  the  best  economic  results — and  unified,  instead 
of  dissociated,  competing  operation.  The  public — the  common  voter — should  ad- 
dress himself  to  the  work  of  selecting  or  demanding  capable  public  officials  to 
perform  the  task  of  regulating,  rather  than  to  allow  himself  to  be  led  by  ignorant 
and  unscrupulous  agitators  who  seek  to  arouse  his  prejudices  so  that  they  may 
manipulate  him  to  subserve  their  own  mercenary  purposes.  Public  utility  rate 
questions  ought  to  be  settled  as  quickly  as  possible,  instead  of  allowing  them  to 
be  protracted  for  years,  from  election  to  election — becoming  chronic.  The  State 
Public  Utility  Commission  of  Illinois,  soon  to  be  named  by  the  governor,  will 
have  a  great  work,  as  well  as  a  great  opportunity — for  good  or  evil — before  it. 

91 — Promotion  and  Growth  of  the  Business. 

Electric  Wiring  in  Hungary,  by  Vice  Consul  General  Frank  E. 
Mallett,  Budapest.  Daily  Consular  and  Trade  Reports,  December 
17,  1913,  p.  1336. 

This  discusses  the  material  for  electric  wiring  used  in  Hungarian  cities  and  the 
provisions  of  the  law  with  reference  to  wiring  houses.  The  methods  used  by 
the  German  and  Austrian  manufacturers  in  advertising  and  selling  their  elec- 
trical goods,  are  described.  The  statement  is  made  that  electric  goods  are  sold 
on  a  credit  of  four  to  six  months  or  against  bills  of  exchange.  German  manu- 
facturers allow  2  or  3  per  cent,  dscount  on  the  amount  of  bill  when  payment  is 
made  within  30  days.  Payment  for  electrical  supplies  is  seldom  made  within 
three  months.  The  German  manufacturers  are  always  willing  to  allow  four 
months.  American  manufacturers  must  be  prepared  to  offer  liberal  credit  terms 
and  must  be  represented  by  American  agents.  Nearly  all  the  local  dealers  in 
electric  supplies  have  contracts  with  Austrian,  German,  or  English  manufac- 
turers that  forbid  the  sale  by  them  of  goods  of  American  manufacture.  The 
Hungarian  Electrotechnic  Association  (Magyar  Elektrotechnikai  Egyesulet). 
Budapest,  VII.  Erzsebet-krt  48,  has  published  a  book  containing  the  name  and 
address  of  every  electric-light  plant  in  Hungary,  together  with  detailed  statistics. 
A  copy  of  this  book  will  be  sent  by  the  association  to  any  address  upon  receipt 
of  12  crowns   ($2.44). 
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For  statement    of   facts  and  opinions   contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATES 

72 — Rate  Schedules. 

The  Springfield  Gas  and  Electric  Company,  Springfield  (pop. 
51,678),  111.,  issued  the  following  electric  rate  schedule,  effective  De- 
cember 1,  1913. 

RESIDENCE  LIGHTING  RATE. 
Rate. 

10  cents  net  or  11  cents  gross  per  kilowatt-hour  for  the  first  30  hours  use 
per  month  of  active  load. 

7  cents  net  or  8  cents  gross  per  kilowatt-hour  for  the  next  30  hours  use 
per  month  of  active  load. 

3  cents  net  or  4  cents  gross  per  kilowatt-hour  for  all  excess  use  per  month 
of  active  load. 

Determination  of  Active  Connected  Load 

80  per  cent  of  the  first  */>  kilowatt  of  connected  load  plus  60  per  cent  of  that 
part  of  the  connected  load  in  excess  of  V2  kilowatt.  The  minimum  active  load 
shall  be  150  watts.  Electric  stoves,  etc..  are  counted  at  two-thirds  of  their 
total  known  maximum  capacity,  othei   domestic  appliances  arc  not  included. 

Discount  for  Prompt  Payment. 

The  difference  between  the  gross  and  net  rates  above  specified  will  constitute 
a  discount  for  prompt  payment  if  bills  are  paid  on  or  before  the  10th  day  of 
the  month  succeeding  that  during  which  service  was  rendered. 

Minimum  Bill. 

90  cents  net  per  meter  per  month. 

Terms  and  Conditions. 

The  consumer  shall  deposit  with  the  company  a  reasonable  sum  of  money  as 
a  guarantee  of  prompt  payment  of  bills.  The  company  shall  pay  interest  at 
the  legal  rate  on  money  so  deposited  and  shall  refund  the  same  with  fnterest 
when  service  is  discontinued. 

In  case  of  failure  of  meter  to  register  the  amount  of  current  supplied  during 
any  period,  a  bill  shall  be  rendered  for  the  amount  used  as  estimated  from 
similar  periods. 

The  company  may  remove  meters  and  discontinue  service  at  the  expiration 
of  agreement  with  consumer  and  whenever  any  account  contracted  by  the  con- 
sumer is  in  arrears  or  upon  violation  by  consumer  of  any  terms  and  conditions 
of  the  agreement  between  the  consumer  and  the  company. 

COMMERCIAL   LIGHTING   RATE. 
Rate. 

Same  as  residence  lighting  rates  or  at  the  option  of  the  consumer  the  contract 
commercial  lighting  rate  as  follows: 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Demand  Charge 

$2.50  net  or  $2.78  gross  per  month  per  kilowatt  of  active  load. 

Energy  Charge. 

3  cents  net  or  3  1/3  cents  gross  per  kilowatt-hour  for  the  first  CO  hours  per 
month  of  active  load. 

2  cents  net  or  2.22  cents  gross  per  kilowatt-hour  for  all  excess  per  month 
of  active  load. 

Determination  of  Active  Load. 

Under  both  schedules  connected  load  shall  be  determined  as  follows: 

Class  A — Banks,  offices,  business  and  professional  places,  etc. 

95%  of  first  1  kilowatt  of  connected  load. 
90%  of  next  2  kilowatts  of  connected  load. 
70%  of  all  over  3  kilowatts  of  connected  load. 

Class  B — Hotels,  department  stores  and  office  buildings. 

95%  of  first  1  kilowatt  of  connected  load. 
90%  of  next  2  kilowatts  of  connected  load. 
70%  of  next  7  kilowatts  of  connected  load. 
50%  of  next  30  kilowatts  of  connected  load. 
40%  of  all  over  40  kilowatts  of  connected  load. 

Class  C — Federal,  state  and  city  buildings,  churches,  missions,  schools  and 
public  hospitals. 

95%  of  first  1  kilowatt  of  connected  load. 
90%  of  next  2  kilowatts  of  connected  load. 
70%  of  next  7  kilowatts  of  connected  load. 
50%  of  next  20  kilowatts  of  connected  load. 
30%  of  all  over  30  kilowatts  of  connected  load. 

Additional  provisions  are  given  for  class  D.  Summer  parks,  bazaars,  conven- 
tions and  lawn  fetes;  Class  F,  laundries;  Class  F,  wholesale  houses;  Class  G, 
storage  and  warehouses. 

For  transient  lighting  business  100%  of  the  connected  load  shall  be  deemed 
active. 

Discount  for  Prompt  Payment. 
Same  as  for  residences. 

Minimum  Charge. 

Same  as  for  residences. 

Terms  and  Conditions. 

Transient  business  consumers  shall  pay  entire  cost  of  material,  labor  and 
supplies  used  in  installing  and  removing  equipment   for  service. 

Special  rates  are  provided  lor  sign  and  window  lighting,  fans  and  battery 
charging,  and  a  separate  schedule  is  applied  to  theaters  and  similar  places 
of  amusement. 

POWER  RATES. 

(For  A.  ('.  power  business) 

Regular  Rates. 
Rate. 

Demand  Charge 

$27.00  net  or  $30.00  gross  per  active  kilowatt  per  annum  payable  in  equal 
monthly  installments. 
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Energy  Charge. 

1  cent  net  or  1.11  rents  gross  per  kilowatt-hour. 

Determination  of  Active  Load. 

For  installations  of  one  motor: 

90%  of  first  .">  horse  power  of  connected  load. 
70%  of  next  5  horse  power  of  connected  load. 
50%  of  next  20  horse  power  of  connected  load. 
40%  of  all  over  30  horse  power  of  connected  load. 


For  installation  of  two  motors: 

10%  less  than  for  installations  of  one  motor  of  the  same  connected  load. 

For  installations  of  three  motors: 

20%   less  than  for  installations  of  motor  of  the  same  connected  load. 

Discount  for  Prompt  Payment. 

Same  as  for  residences. 

Optional  Block  Rate. 
Rate. 

9  cents  net  or  10  cents  gross  per  kilowatt-hour  for  the  first  50  kilowatt-hours 
per   month. 

7  cents  net  or  8  cents  gross  per  kilowatt-hour  for  the  next  50  kilowatt-hours 
per  month. 

5  cents  net  or  6  cents  gross  per  kilowatt-hour  for  the  next  50  kilowatt-hours 
per  month. 

3  cents  net  or  4  cents  gross  per  kilowatt-hour  for  all  current  used  in  excess  of 
above  150  kilowatt-hours  per  month. 

Determination  of  Active  Load. 
Same  as  under  regular  rate. 

Minimum  Charge. 

50  cents  per  month  per  horse  power  of  active  load. 

Xo  bill  rendered  for  less  than  90  cents  per  consumer  per  month. 

Contract  Demand  Rate. 
Rate. 

Demand  Charge. 

$32.40  net  or  $36.00  gross  per  kilowatt  per  annum  for  the  first  10  kilowatts  of 
active   load. 

$16.20  net  or  $1S.OO  gross  per  kilowatt  per  annum  for  all  over  10  kilowatts  of 
active  load,  payable  in  equal  monthly  installments. 

Energy  Charge. 

1.35  cents  net  or  1%  cents  gross  per  kilowatt-hour. 

Determination  of  Active  Load. 
Same  as  under  regular  rate. 
For  transient  power  business  100%  of  connected  load  shall  be  deemed  active. 

Terms  and  Conditions. 

Power  consumers  under  the  regular  rate  or  under  the  contract  demand  rate 
may  include  incidental  lighting  service,  provided  that  the  connected  load  of 
such  lamps  does  not  exceed  12%  per  cent  of  the  active  power  load. 
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614—  HEATING  AND  COOKING 

Electric  Cooking — Consumption  and  Cost,  by  S.  J.  Halls.  Journal 
of  Electricity,  Power  and  Gas,  December  6,  1913,  p.  511. 

The  following  data,  furnished  by  Mr.  S.  J.  Halls  of  the  British  Co- 
lumbia Electric  Railway  Company,  explains  the  popularity  of  elec- 
tric cooking  in  Victoria,  British  Columbia : 

Rate. 

5  cents  per  kilowatt-hour. 

Minimum  Charge. 

75  cents  per  kilowatt  of  connected  load. 

The  accounts  of  twenty  customers  selected  at  random,  but  repre- 
sentative of  the  rest,  were  analyzed.  They  show  a  total  connected 
load  of  74.5  kilowatts,  or  an  average  of  3,725  watts  per  customer, 
the  maximum  load  being  4.5,  and  the  minimum  2  kilowatts. 

From  January  to  June  of  this  year,  both  months  inclusive,  their 
average  monthly  consumption  was  86  kilowatt Jiours  per  customer; 
the  highest  individual  average  being  184  kilowatt-hours,  and  the 
lowest  45  kilowatt-hours  per  month ;  with  an  average  monthly  con- 
sumption of  23.2  kilowatt-hours  per  connected  kilowatt.  The  low- 
est amount  paid  to  us  during  that  period  was  a  bill  for  $1.75,  the 
minimum  charge  on  a  small  connected  load,  and  the  highest,  $12.45, 
the  load  being  4.5  kilowatts. 

On  account  of  the  minimum  charge  made  the  average  price  over 
the  period  and  for  the  customers  considered  was  5.44  cents  per  kilo- 
watt-hour. The  highest  earnings  per  month  per  connected  kilowatt 
is  $3.00  on  a  load  of  2  kilowatts  and  the  lowest  65  cents  on  a  con- 
nected load  of  4.5  kilowatts;  the  average  earnings  per  connected 
kilowatt  being  $1.26  per  month.  The  smaller  connected  loads  show 
the  best  average  earnings. 

There  seems  to  be  but  little  influence  of  the  seasons  upon  the  cur- 
rent consumption.  The  highest  monthly  total  was  in  January,  the 
next  highest  in  June  and  the  lowest  in  May,  although  February, 
being  a  short  month,  was  not  less  than  the  average. 

The  average  kilowatt-hour  consumption  per  customer  by  months 
was  as  follows : 

Ave. 
Month.  Consumption 

1913.  K.W.-Hr. 

January 97 

February    80 

March    .' 87 

April   82 

May  79 

June 90 
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COMMISSION  DECISIONS 

NEVADA 

3 — Investment  and  Return. 

Complaint  of  the  City  of  Ely  against  the  Ely  Light  and  Power  Com- 
pany, Alleging  Unreasonable,  Unjust  and  Discriminatory  Rates.  Sup- 
plementary Order  of  the  Nevada  Public  Service  Commission,  Provid- 
ing Rates  Higher  than  Those  Named  in  the  Former  Order.  Septem- 
ber 6,  1913. 

The  company  filed  a  bill  in  equity  in  the  District  Court  to  enjoin  the 
enforcement  of  the  former  order,  reported  in  3  Rate  Research  218. 
While  the  matter  was  at  issue  in  this  Court  the  Commission  made 
further  investigation  and  secured  additional  information  from  the 
company.  On  such  reconsideration  of  the  case,  it  was  ordered  that 
the  company's  "A"  rate  (for  the  company's  rates  see  3  Rate  Re- 
search 218)  be  entirely  eliminated  and  discontinued  and  that  in  lieu 
of  the  "  B  "  rate,  the  following  rates  are  to  be  made  effective : 

Rate. 

17       cents  per  kilowatt-hour  for  first  50  kilowatt-hours  per  month. 

16%  cents  per  kilowatt-hour  for  next  100  kilowatt-hours  per  month. 

15       cents  per  kilowatt-hour  for  next  100  kilowatt-hours  per  month. 

12%  cents  per  kilowatt  hour  for  excess  over  250  kilowatt-hours  per  month. 

Minimum  Charge. 
$1.50  per  month. 

31— Valuation. 

From  this  order  Commissioner  Shaughnessy  filed  a  dissenting  opinion. 
This  opinion  contains  numerous  citations  from  the  decisions  of  the 
United  States  Courts  in  the  matter  of  the  valuations  of  public  utility 
property.     He  summarizes  his  conclusions  as  follows : 

It  is  to  be  noted  by  the  foregoing  authorities  that  the  courts  recog- 
nize the  principle  that  reduced  rates  encourage  an  increase  of  busi- 
ness and  earnings,  and  also,  while  finding  that  both  appreciation 
and  depreciation  in  property  value  must  be  allowed  when  war- 
ranted, they  keep  uppermost  in  mind  throughout  their  reasoning 
that  rates  must  be  just  and  reasonable.  And  in  this  connection,  it 
is  made  clear  by  their  findings  that  the  enjoyment  of  just  and  rea- 
sonable rates  by  the  public  is  not  to  be  defeated  by  unwise  or  im- 
provident investments  or  by  unreasonable  expenditures  in  opera- 
tion due  to  obsolescence,  over-capacity  in  plant  facilities,  and,  ex- 
pensive management. 

He  alleges  that,  in  the  present  case,  operating  expenses  are  exces- 
sive, the  plant  is  almost  double  the  necessary  capacity,  and  that  the 
rate  of  return  should  have  been  based  on  the  present  value  instead 
of  the  cost  of  reproduction  new.  It  is  his  opinion  that  reduced  rates 
would  not  decrease  revenues  owing  to  possible  increase  in  consump- 
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tion  under  the  stimulus  of  a  low  rate  and  he  is  in  favor  of  a  rate 
for  domestic  and  commercial  lighting  on  the  basis  of  a  12-cent  gradu- 
ated scale. 

INDIANA 

112 — Franchises. 

Application  for  Authority  to  Transfer  the  Property  of  the  People's 
Light  and  Heat  Company  to  the  Merchant's  Heat  and  Light  Com- 
pany. Decision  of  the  Indiana  Public  Service  Commission  Fixing 
Terms  of  Transfer  and  Authorizing  Security  Issues.  Decided  August 
28,  1913. 

Subsequent  to  the  application  the  People's  Light  and  Heat  Company 
surrendered  its  franchise  and  received  an  indeterminate  permit  as 
provided  in  the  Shivery  Spencer  Utility  Commission  Act.  The  com- 
mission approved  the  transfer  of  property  and  the  issue  of  securities, 
requiring  among  other  conditions  that  the  Merchant's  Heat  and  Light 
Company  secure  an  indeterminate  permit  and  surrender  its  present 
franchise. 

OHIO 

241 — Investigations. 

Appeal  of  Sandusky  Gas  and  Electric.  Company  from  an  Ordi- 
nance Fixing  Electric  Rates,  Passed  by  the  City  Council  of  San- 
dusky, Ohio  (Pop.  19,  989).  Case  Pending  before  the  Ohio  Public 
Utilities  Commission.     O.  E.  L.  A.  Monthly,  December,  1913,  p.  9. 

The  City  Solicitor  of  Sandusky  made  application  to  the  Public 
Utilities  Commission  to  require  the  Sandusky  Gas  &  Electric  Com- 
pany to  allow  the  city  of  Sandusky  to  make  an  examination  of 
their  books  and  papers.  After  hearing,  this  application  was  de- 
nied by  the  Public  Utilities  Commission,  the  commission  holding 
that  the  examination  provided  for  by  the  statute  was  that  of  the 
inspector  and  expert  of  the  Public  Utilities  Commission  and  not  of 
any  one  else. 

The  matter  of  rates  will  be  reported  when  the  decision  is  received. 


COURT   DECISIONS 

NEW  JERSEY 

616 — Official  or  Government  Rates. 

Delaware  L.  &  W.  R.  Co.  v.  Board  op  Public  Utility  Commission- 
ers of  New  Jersey.  Suit  to  Set  Aside  an  Order  of  the  Commission 
Directing  the  Company  to  Allow  Certain  Officials  to  Pass  and  Repass 
Free  over  Its  Road.    Decision  of  the  Supreme  Court  of  New  Jersey 
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Holding  that  Part  of  the  Order  Was  Erroneous  and  Should  Be  Set 
Aside.    November  3,  1913.    88  Atlantic  84!). 

The  fortieth  section  of  the  General  Railroad  Law  of  New  Jersey 
(P.  L.  1903,  p.  666),  as  amended  by  chapter  12!)  of  the  Laws  of 
1911  (P.  L.  p.  185),  provided  that  the  members  of  the  State  Water 
Supply  Commission  should  pass  and  repass  free  of  charge  over  all 
the  railroads  operated  in  the  state.  The  Delaware,  Lackawanna  & 
Western  Railroad  Company  demanded  and  received  a  fare  of  one 
passenger  on  its  train,  who  was  a  member  of  this  commission. 
Complaint  was  made  to  the  Board  of  Public  Utilities  Commission- 
ers who  made  an  order  directing  the  railroad  company  to  carry  the 
members  of  such  commission  free  of  charge.  This  order  was  re- 
moved to  this  court  by  certiorari.  The  court  states  that  New  Jer- 
sey adopted  the  policy  of  making  free  transportation  of  certain 
governmental  officers  obligatory  upon  the  railroads,  as  its  method 
of  doing  away  with  the  "complimentary  pass"  evil.  It  held  con- 
sistently to  this  policy  and  was  justified  so  long  as  the  provision 
referred  to  those  officials  who,  in  their  official  capacity,  bore  some 
relation  to  the  railroads; 

but  when  the  provision  was  made  to  apply  to  persons  to  whom 
such  policy  had  no  possible  application,  it  departed  from  the  exer- 
cise of  its  reserved  right  to  regulate  railroads  for  the  public  good, 
and  provided  in  effect  for  the  taking  of  the  property  of  such  cor- 
porations without  due  process  of  law.  For  the  right  of  a  railroad 
company  to  receive  pay  for  the  transportation  of  passengers  is  its 
property,  as  much  as  gas,  or  water,  or  electricity  is  the  property 
of  corporations  authorized  to  deal  in  those  commodities. 

Once  eliminate  the  element  of  public  policy  as  the  legal  justification 
of  the  railroad  provision  in  question  and  nothing  is  left  but  the 
bare  fact  that  the  subjects  of  free  transportation  are  public  officials, 
and  I  know  of  no  principle  of  law  or  rule  of  property  that  will 
justify  the  taking  of  the  property  of  any  one  of  these 
public  service  corporations,  or,  for  that  matter,  of  any 
corporation,  and  handing  it  over  to  the  public  office  holders  merely 
because  they  are  the  holders  of  public  office.  Something  more  is 
required  to  turn  such  a  taking  into  a  regulation  for  the  public 
good,  something  that  smacks  of  public  policy  or  the  police  power. 
It  is  one  thing,  for  instance,  to  say  to  the  railroad  companies,  "For 
reasons  of  public  policy  you  must  carry  free  of  charge  the  mem- 
bers of  the  Legislature  by  whom  the  laws  affecting  you  and  your 
interests  are  made,"  and  quite  a  different  thing  to  say  to  such  com- 
panies, "You  must  carry  free  of  charge  the  members  of  the  State 
Water  Supply  Commission,  whose  activities  in  no  wise  affect  you 
or  your  affairs."  4  Comp.  St.  1910,  p.  5792. 

The  first  is  an  exercise  of  both  the  police  power  and  the  reserved 
right,  the  second  takes  the  property  of  the  stockholders  without 
due  process  of  law. 
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RATES 

4 — Rate  Theory. 

Certain  Considerations  in  Railway  Rate-Making,  by  Balthasar 
H.  Meyer.  A  Paper  Read  before  the  American  Economic  Associa- 
tion, Minneapolis,  Minnesota,  December  29,  1913. 

This  maintains  that  the  important  considerations  in  railway  rate-making  are  the 
value  of  the  property  implying  a  fair  return  thereon,  the  cost  of  the  service  and 
a  sound  public  policy,  each  to  be  applied  and  interpreted  in  the  light  of  the 
others  and  of  all  other  considerations  whatsoever,  through  the  exercise  of  a  wise 
discretion  in  arriving  at  a  judgment  with  respect  to  a  particular  statement  of 
fact.  It  is  said  that,  no  matter  how  definitely  the  value  of  the  property,  the  rate 
of  return,  the  cost  of  service  and  other  elements  are  fixed  beforehand,  no  one 
can  state  in  advance  the  specific  facts  in  a  rate  problem  or  controversy  and  the 
attendant  circumstances  and  conditions.  A  certain  combination  of  facts  may 
require  the  application  of  a  certain  standard.  A  combination  of  facts  similar 
to  these  but  in  different  proportions  may  require  a  somewhat  different  standard. 
Instead  of  searching  for  one  standard,  a  set  of  standards  may  be  sought ;  and 
that  standard  or  combination  of  standards  employed  in  each  particular  case  which 
is  best  adapted  to  promote  justice  to  all  parties  in  interest.  It  is  more  impor- 
tant that  justice  shall  be  achieved  in  a  large  way  than  that  some  specific  stand- 
ard shall  be  promulgated  and  adhered  to  under  all  circumstances. 

614 — Heating  and  Cooking1. 

Electrical  Equipment  of  a  Modern  Hotel.  Electrical  World,  De- 
cember 20,  1913,  p.  1270. 

This  describes  the  installation  in  an  electrically  equipped  hotel  in  the  South, 
whose  connected  central-station  load  aggregates  nearly  185  kilowatts.  A  tabula- 
tion is  given  showing  the  motor  equipment,  and  a  chart,  showing  curves  for  the 
hourly  lighting  and  motor  load  in  July. 

615.1 — Limited  Hour  Service. 

Meters  for  Two-Rate  Systems,  Editorial,  Electrical  Review,  De- 
cember 27,  1913,  p.  1249. 

This  discusses  the  scheme  advanced  by  Mr.  H.  H.  Perry  (see  4  Rate  Research 
203)  for  recording  energy  consumption  upon  two  different  dials  at  different  times 
without  the  use  of  clock  mechanism.  It  is  said  that  while  the  scheme  has  the 
merit  of  avoiding  the  clock  mechanism,  it  utterly  fails  to  take  into  account  the 
main  reason  for  charging  the  customer  at  different  rates  at  different  times,  since 
it  permits  a  Ioav  demand  to  be  charged  at  a  low  rate  during  the  peak  hours  and 
charges  a  high  load  at  a  high  rate  at  off-peak  hours;  when  the  aim  should  be  to 
encourage  the  use  of  current.  It  is  held  that  a  much  better  scheme  for  chang- 
ing the  registration  from  the  low-rate  dial  to  the  high-rate  dial,  is  to  provide 
mechanism  for  the  shifting  which  would  be  operated  by  a  high-frequency  alter- 
nating current  sent  out  from  the  central  station  at  a  definite  time. 

4 — Rate  Theory. 

Apportionment  of  Off-Peak  Load  Costs,  bv  C.  M.  Jansky,  Elec- 
trical World,  December  20,  1913,  p.  1275. 

This  is  a  letter  to  the  editors  of  the  Electrical  World  commenting  on  a  statement 
made  by  Mr.  S.  M.  Kennedy  in  the  issue  of  November  MM  (See  4  Rate  Research 
158),  that  "the  most  unprofitable  class  of  service  is  that  supplied  to  small  con- 
sumers at  the  maximum  rates."     The  statement  is  made  that  this  is  true  only 
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when  it  is  assumed  that  nearly  all  costs  should  be  charged  to  the  peak  load 
customers,  and  that  the  company  should  have  the  full  advantage  of  off-peak 
loads.  It  is  said  that  the  fallacy  in  the  usual  method  of  apportioning  costs  is 
found  in  the  assumption  that  the  off-peak  load  belongs  to  the  public  utility 
company. 

614 — Heating-  and  Cooking1. 

The  Value  op  a  Cooking  Load,  by  R.  B.  Mateer,  Electrical  World, 
i/o  page,  December  20,  1913,  p.  1270. 

This  gives  a  table  showing  consumption  and  cost  data  gained  from  a  year's  prac- 
tical experience  in  a  household  using  electricity  for  lighting  and  cooking  purposes, 
and  gas  for  water  heating.  The  electricity  for  lighting  was  sold  at  7  cents  per 
kilowatt-hour  and  for  cooking  purposes  at  3  cents  per  kilowatt-hour,  while  the 
price  of  gas  was  90  cents  per  thousand  cubic  feet.  The  statement  is  made 
that  the  public  utilities  should  awaken  to  the  fact  that  the  investment  already 
tied  up  in  their  residential  circuits  could  bring  in  a  good  revenue  in  the  day 
time,  instead  of  being  idle. 

616.1— Street  Lighting-. 

Street  Lighting  on  Dark  Days,  Editorial,  Electrical  Review,  1-3 
page,  December  27,  1913,  p.  1248. 

This  refers  to  the  necessity  of  lighting  the  streets  in  Chicago  during  the  recent 
abnormally  dark  days,  and  points  out  the  fact  that  such  contingencies  should 
be  taken  into  consideration,  in  making  streetdighting  contracts. 

224 — Rate  Regulation. 

All  Telephone  Rates  in  the  City  Will  Be  Revised,  Greater  New 
York,  2i/2  pages,  November  24,  1913,  p.  1. 

This  comments  on  the  movement  recently  inaugurated  by  the  Merchants  Asso- 
ciation of  New  York  city  to  bring  about  an  investigation  and  revision  of  tele- 
phone rates  in  New  York.  This  action  follows  a  statement  made  by  Chairman 
Martin  S.  Decker  of  the  Public  Service  Commission  for  the  Second  District,  to 
the  effect  that  the  rates  should  be  revised;  that  an  expert  valuation  should  be 
made  as  the  basis  for  such  revision,  and  that  the  Commission  has  not  the  neces- 
sary funds  to  undertake  such  a  valuation.  The  letter  written  by  the  association 
to  the  New  York  Telephone  Co.,  stating  its  belief  that  the  investigation  should 
be  made,  and  suggesting  that  the  Interstate  Commerce  Commission  make  the 
valuation  is  epioted;  as  is  also  the  answer  of  the  New  York  Telephone  Company, 
promising  its  cooperation,  and  giving  its  consent  to  the  valuation  by  the  Inter- 
state Commerce  Commission  in  order  "not  only  to  make  its  rates  fair,  but  to 
have  their  fairness  conclusively  shown  by  unquestionable  authority,  and  defi- 
nitely accepted  by  the  public." 

INVESTMENT  AND  RETURN 

31 — Valuation. 

Some  Legal  Problems  op  Railroad  Valuation,  by  Royal  E.  T.  Riggs, 

Columbia  Law  Review,  28  pages,  November,  1913,  page  567. 

This  states  that  no  more  gigantic  task  has  ever  been  imposed  upon  an  adminis- 
trative body  than  that  imposed  upon  the  Interstate  Commerce  Commission  by  the 
Act  providing  for  the  valuation  of  all  the  common  carriers  in  the  United  States. 
It  is  said  that  a  student  of  the  law  upon  this  subject  cannot  but  be  impressed 
by  the  meagreness  of  the  authorities  upon  which  the  Commission  can  rely  in 
making  its  valuation;  and  that  this  is  probably  due  to  the  fact  that  the  courts 
have  been  careful,  if  not  wary,  of  deciding  more  than  the  actual  point  involved 
in  any  particular  case,  and  that  in  venturing  to  decide  the  legal  points  involved 
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the  courts  were  entering'  upon  a  comparatively  new  and  unknown  field  of  legal 
controversy,  ami  have  realized  the  dangerous  results  to  the  railroads  and  the 
public  from  ill  considered  or  hastily  written  precedents.  A  brief  reference  to  the 
history  of  the  legal  controversies  between  the  railroads  and  the  rate,  making 
power  is  given  from  the  decision  of  Munn  v.  Illinois  in  1S76  to  the  recent  decision 
in  the  Minnesota  Rate  Case.  The  various  legal  difficulties  to  be  met  with  in 
making  the  valuation  are  discussed.  The  statement  is  made  that  to  impartial 
observers  it  would  seem  that  the  faith  of  the  railroad  stockholder  and  bondholder 
must  be  pinned  to  the  Interstate  Commerce  Commission.  Valuation  cannot  be 
completed  too  soon  for  the  investing  public,  nor  Congress  act  too  speedily  to 
confer  all  jurisdiction  over  the  railroads  upon  the  Commission.  Millions  of  ordi- 
nary business  men  in  this  country  would  be  appalled  to  be  subjected  to  the 
control  of  not  one  but  many  governmental  agencies — such  as  the  Northern  Pacific 
Railroad,  subject  to  rate  regulation  by  the  Minnesota,  North  Dakota.  Wisconsin, 
Montana.  Washington  and  Oregon  Railroad  Commissions,  as  well  as  the  Inter- 
state Commerce  Commission.  Such  a  state  of  affairs  is  intolerable.  Railroads, 
as  well  as   men,  cannot  serve   so  many  masters. 

314.22— Franchises. 

A  Discussion  on  the  Valuation  of  Water  Works  Special  Fran- 
chises with  an  Illustrative  Example,  Engineering  and  Contract- 
ing, 2  pages,  December  24,  1913,  page  707. 

This  is  a  discussion  of  the  economic  principles  underlying  the  valuation  of  water 
works  special  franchises  with  a  hypothetical  example  to  illustrate  the  argument. 
It  is  averred  that  the  difference  between  the  actual  value  of  the  plant  and  its- 
cost  of  reproduction  in  a  successful  going  business  is  a  liability  of  the  business 
which  some  day  must  be  met.  The  established  business  has  cost  money  to  create. 
Both  the  cost  of  the  plant  and  the  cost  of  the  '•going-value,"  or  at  least  the 
cost  to  reproduce  them,  should  be  allowed  for.  in  appraising  the  value  of  the 
privilege  of  doing  the  business. 

112 — Franchises. 

A  Synopsis  of  the  Street  Bailway  Franchise,  and  the  Franchise 
in  Full.     Pamphlet,  57  pages. 

This  pamphlet,  published  by  Robert  J.  Dunham  and  Ford  F  Harvey,  Receivers  for 
the  Metropolitan  Street  Railway  Company,  of  Kansas  City,  contains  a  discus- 
sion of  the  necessity  for  a  new  street  railway  franchise;  the  simple  franchise 
which  the  receivers  in  the  interest  of  the  property  are  prepared  to  recommend; 
a  synopsis  of  the  proposed  ordinance;  a  complete  copy  of  the  mayor's  final  draft 
of  the  ordinance;  the  schedule  showing  the  streets  over  which  the  railway  is 
allowed  to  operate;   and  an   index. 

PUBLIC  SERVICE  REGULATION 

265 — Co-operation   of  Public   Service   Companies   with   Regulatory 
Bodies. 

Settlement  of  American  Telephone  and  Telegraph  Suit,  Arti- 
cles and  Editorials,  Electrical  ^Y<>rId,  1  (  '._>  pages.  December  27,  1913, 
p.  1303  and  p.  1299;  and  Electrical  Review,  December  27,  1913,  p. 
1272  and  p.  1247. 

These  articles  comment  <ni  the  terms  of  agreement  whereby  the  suit  against  the 
American  Telephone  and  Telegraph  Co.  is  terminated,  including  the  Company's 
proposal  of  independent  control  and  management  of  the  Western  Union  and  it- 
arrangements  for  extension  of  long-distance  facilities  to  independent  companies. 
The  contents  of  the  letters  passing  between  the  company  and   Attorney-General 
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McReynolds  confirming  the  settlement,  arc  given,  and  statements  by  President 
Wilson  and  Theodore  W.  Vail   regarding  it. 

The  editorials  comment  on  the  cooperative  spirit  shown  by  the  terms  of  the 
agreement,  and  by  President  Wilson's  letter  concerning  it.  Postmaster-General 
Burleson's  suggestion  regarding  government  ownership,  is  criticized  on  the  ground 
that  it  was  made  in  the  absence  of  a  strong  public  demand.  It  is  said  that  the 
mass  of  people  would  be  opposed  to  giving  up  what  has  been  demonstrated  to  be 
a  well-nigh  perfect  system  for  the  paralyzing  red-tape  and  bureaucracy  of  gov- 
ernment operation,  it  is  said  that  the  agreement  and  the  President's  statement 
with  regard  to  it.  is  helpful  in  giving  the  company  a  virtual  license  to  go  ahead 
in  a  well-defined  course;  in  safeguarding  the  company's  credit;  and  in  clearing 
the  business  atmosphere  for  everybody. 

222 — Accounts. 

Central-Station  Unit-Cost  Accounting,  Electrical  World,  1% 
pages,  December  20,  1913,  p.  1271. 

This  describes  the  unit  cost  system  which  has  been  instituted  at  the  Muncie, 
Indiana,  Plant  of  the  American  Gas  &  Electric  Company.  Illustrations  are 
given  showing  various  blanks  used  in  connection  with  this  system,  such  as  the 
workman's  time  slip,  station  repair  record-blank,  the  record  for  oil  used  per 
unit,  the  unit  cost  record  for  boiler  room,  the  station  operating  record,  and  the 
engine   room    unit   cost   record. 

2 — Public  Service  Regulation. 

The  Public  Service  Corporation  and  the  City,  by  Edward  Sher- 
wood Mead.    Lippincott's,  7  pages,  November,  1912,  p.  641. 

This  notes  the  fact  that  when  examination  is  made  by  an  investment  banker 
with  view  to  purchasing  the  securities  of  a  public  service  corporation,  the  most 
important  part  of  this  examination  concerns  the  franchise,  the  right  of  the  com- 
pany to  do  business  without  let  or  hindrance  on  the  part  of  the  municipality. 
The  statement  is  made  that  there  is  a  widespread  sentiment  only  recently  allayed 
that  public  service  corporations  have  not  lived  up  to  their  part  of  the  agreement. 
As  a  direct  result  of  this  agitation  the  credit  of  the  public  service  corporations 
was  seriously  impaired  and  satisfactory  service  was  therefore  made  impossible. 
Comment  is  made  upon  the  manner  in  which  the  American  people  have  worked 
out  to  a  satisfactory  solution  the  problems  between  the  city  and  the  public  service 
corporations.  The  handling  of  the  traetion  question  in  Chicago,  Philadelphia  and 
New  York  is  given  as  an  illustration  of  this.  The  statement  is  made  that  public 
and  corporation  now  recognize  each  other's  respective  rights;  and  that,  while 
the  idea  of  municipal  ownership  is  still  held,  the  talk  of  municipal  operation 
has  entirely  disappeared.  The  American  cities  and  public  service  corporation 
have  entered  into  a  partnership  for  mutual  advantage.  As  the  result  of  this 
partnership  the  position  of  the  public  service  corporations  before  the  public  and 
with  the   investor  has  immeasurably  improved. 

2 — Public  Service  Regulation. 

Wanted:  Legislation  to  Promote  Business.     Editorial,   Electrical 

^Y<»■l<l,  %  page,  December  20.  191:},  page  1243. 

This  comments  on  various  suggestions  made  recently  by  government  officials — ■ 
the  Secretary  of  Commerce,  the  Attorney-General,  the  Postmaster-General,  and  a 
member  of  the  Interstate  Commerce  Commission — wherein  even  greater  restraint 
and  regulation  of  business  is  upheld.  The  statement  is  made  that  what  we 
need  most  is  legislation  to  promote  business.  What  we  do  not  need  is  legislation 
to  hamper  honest  industry  in  its  aim  of  production  at  a  fair  profit.  Every  act 
that  hinders  business  is  a  double  handicap  in  these  times.  Every  act  that  pro- 
motes business  has  a  contagious  influence  on  the  hopes  of  others.  It  would  be 
a  wholesome  relief  to  read  more  in  governmental  bureau  reports  and  utterances 
about  ways  to  develop  business  and  less  about  ways  to  prevent  business.      Instead 
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of  tearing  down  what  it  does  not  like,  let  the  government  say  what  it  does  like, 
and  alert  and  enterprising  men  will  seize  the  chance  to  build  up  from-  that. 
We  do  not  want  hampering  legislation  and  policies  that  close  the  door  to  devel- 
opment and  stifle  industry.  We  do  want  constructive  legislation  and  policies 
that  open  the  door  to  progress  and  prosperity. 

2 — Public  Service  Regulation. 

Investigating  Public  Utilities,  Editorial,  National  Electric  Light 
Association  Bulletin,  November,  1913,  p.  118. 

This  comments  on  the  proposed  appropriation  of  $100,000  for  the  investigation 
of  public  utilities  to  be  made  by  the  Bureau  of  Standards.  The  statement  is 
made  that  there  is  no  doubt  that  some  central  authority  could  do  a  great  deal 
to  harmonize  the  various  and  chaotic  requirements  of  the  numerous  public 
service  commissions  as  to  standards  of  apparatus,  etc.;  but  there  is  a  serious 
doubt  as  to  how  far  a  scientific  bureau  could  or  should  go  in  investigating  other 
important  details,  such  as  those  of  rates,  capitalization,  accounting,  and  methods 
of  service,  that  lie  altogether  out  of  the  domain  of  science  and  engineering.  The 
statement  is  made  that  the  National  Electric  Light  Association  is  ready  and 
desirous  to  place  its  services  and  data  at  the  disposal  of  Secretary  Redfield,  in 
the  hope  that  there  may  come  standardization  in  many  ways,  all  of  which  will 
be  beneficial  to  the  public  in  promoting  safety,  efficiency  and  economy. 

244 — Rehearings  and  Appeal. 

Delays  in  Enforcing  Orders.    Abstract  of  Committee  Keport,  N.  A. 

R.  C.  Convention,  1913.     Public  Service  Regulation,  1  page,  December, 

1913,  p.  642. 

This  discusses  the  matter  of  expedition  of  cases  before  the  courts.  It  is  averred 
that  ''a  state  which  makes  no  allowance  for  the  employment  of  special  counsel 
and  for  the  employment  of  necessary  experts,  has  only  itself  to  blame  if  full 
advantage  is  taken  of  its  unpreparedness  by  a  public  service  agency  which  has 
everything  to  gain  and  nothing  to  lose  by  delaying  the  final  decision."  There 
is  a  consideration  of  the  main  sources  of  delay  which  may  result  ''(a)  from  a 
defect  in  the  law  under  which  the  right  of  review  is  exercised,  or  (b)  by  a  defect 
in  the  machinery  provided  for  the  administration  of  such  law."'  The  provisions 
with  regard  to  review  of  proceedings  in  the  California  and  Wisconsin  statutes 
are  contrasted  and  criticized. 

228 — Franchises. 

The  Indeterminate  Permit,  by  J.  L.  Clark.  Address  delivered 
before  the  Fifth  Animal  Convention  of  the  Indiana  Electric  Light 
Association,  September  24,  1913. 

This  traces  briefly  the  growth  of  the  indeterminate  permit  type  of  franchise; 
contrasts  the  definition  of  it  in  the  Indiana  law  with  that  in  the  Wisconsin  law; 
and  discusses  the  meaning  and  application  of  the  law,  the  advantages  to  both 
utilities  and  patrons,  and  various  questions  which  have  arisen  with  regard  to  it, 
such  as  the  question  as  to  who  issues  it — legislature,  commission  or  munici- 
pality— the  question  as  to  who  executes  the  written  surrender  of  a  franchise,  etc. 
The  statement  is  made  that  the  law  is  quite  as  favorable  to  the  utility  as  to 
the  consume]-,  and  the  letter  and  spirit  of  the  law  places  the  Public  Service  Com- 
mission between  the  utility  and  the  consumer  to  guard  with  equal  care  the 
interests  of  each.  The  large  majority  of  the  people  understand  that  it  would 
be  just  as  wise  to  send  a  force  out  and  destroy  our  farms  in  order  to  compel  the 
farmers  to  produce  more  and  better  and  cheaper  corn  as  to  wage  a  campaign 
for  the  destruction  of  the  utilities  in  order  to  secure  better  and  cheaper  service 
or  commodities.  We  get  no  service  from  the  dead  ones  and  only  poor  service 
from  the  crippled.  And  this  is  not  the  fault  of  the  t\f.\t\  or  the  cripples.  It  is  the 
decree  of  an  immutable  law.  The  consumer  understands  it.  the  utility  under- 
stands it. 
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MUNICIPALITIES 

83 — Public  or  Municipal  Ownership. 

Mr.  Vail  on  Government  Ownership,  Electrical  World,  December 
20,  1913,  p.  1249. 

This  records  a  statement,  made  by  Theodore  1ST.  Vail,  as  a  result  of  the  decline 
in  American  Telephone  and  Telegraph  Company  stock,  following  the  reports  from 
Washington  about  government  ownership  of  telegraph  and  telephone  lines.  Air. 
Vail  states  that  if  the  government  takes  over  the  telephone  property  there  will 
have  to  be  an  appraisement;  and  any  appraisements  that  can  be  made,  which 
will  be  upheld  by  the  courts,  will  give  the  company's  property  a  greater  value 
than  that  in  which  it  is  carried  in  its  books;  that  he  is  no  more  afraid  of 
government  competition,  than  of  government  ownership;  that  if  the  government 
is  able  to  use  the  telephone  wires  to  take  care  of  the  telegraph  business,  as  was 
suggested  by  Congressman  Lewis,  the  government  will  be  able  to  do  something 
which  the  company  has  not  been  able  to  do.  The  article  quotes  the  paragraphs 
from  the  annual  report  of  Postmaster  General  Burleson,  suggesting  government 
ownership  of  telegraph  and  telephone  lines. 

GENERAL 

91 — Promotion  and  Growth  of  the  Business. 

Developing  the  Latent  Electrical  Market:  The  Co-operative 
Movement  and  What  It  Means  to  the  Manufacturer,  Central 
Station,  Jobber  and  Electrical  Contractor — Opinions  of  the 
Leading  Men  in  the  Industry,  Article,  and  Developing  the  Latent 
Market,  and  Appliances  as  a  Source  of  Revenue,  Editorials,  Elec- 
trical World,  5  pages,  December  20,  1913,  pages  1251,  1241  and  1242. 

The  above  article  traces  the  phenomenal  growth  of  the  electrical  industry,  and 
comments  on  the  comparatively  small  extent  to  which  houses,  factories,  etc.,  use 
electricity  to  the  full  extent,  and  upon  the  great  worth  of  the  movement 
inaugurated  by  the  Society  for  Electrical  Development.  A  statement  of  the  aims 
of  the  society,  by  Mr.  J.  M.  Wakeman,  the  general  manager,  is  given,  and  opinions 
of  various  distinguished  men  upholding  the  society's  aims. 

The  editorials  maintain  that  the  society  is  worthy  of  the  best  support,  and 
censure  the  central  stations  for  not  cooperating  and  contributing  to  a  greater 
extent.  The  methods  by  which  a  profitable  heating  and  cooking  load  has  been 
developed  in  Great  Britain  are  discussed  and  the  statement  made  that  with 
proper  cultivation  equally  good  results  would  follow  in  America. 


92 — Economy  and  Efficiency. 

Data  Drawn  from  Present  British  Practice  in  Utilizing  the 
Heat  Produced  in  Refuse  Destructors  for  the  Generation  of 
Power,  Contributed  by  James  A.  Seager.  Engineering  and  Con- 
tracting, 2y2  pages,  December  24,  1913,  page  704. 

This  article  describes  methods  of  utilizing  heat  derived  from  refuse  destructors 
in  Great  Britain  for  power  generation  for  pumping  and  electric  lighting.  There 
is  a  discussion  of  the  physical  and  economic  aspects  and  possibilities  of  deriving 
power  from  the  burning  of  refuse  at  high  temperatures.  The  conclusions  drawn 
are  that,  regarded  purely  as  a  commercial  venture,  the  production  of  electricity 
from  refuse  cannot  by  any  means  be  called  a  sure  thing,  because  so  many  out- 
side factors  enter  into  the  problem.  Under  favorable  circumstances  where  the 
proportion  between   load  and  refuse  available,  and  other   similar  considerations. 
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is  advantageous,  an  actual  paying  concern  could  probably  be  made  of  refuse 
destruction  and  electricity  generation,  but  in  other  cases  this  is  not  so.  Even 
at  that  estimate,  however,  the  combination  is  in  most  cases,  from  the  point  of 
view  of  the  community,  an  advantageous  one,  where  proper  and  equitable  condi- 
tions can  be  laid  down  for  the  distribution  of  expenses  and  responsibility  between 
the  departments  concerned. 


COURT   DECISION  REFERENCES. 

331 — Amount  of  Investment. 

People  ex  rel.  Metropolitan  St.  Ry.  Co.  v.  State  Board  op  Tax 
Commissioners  (City  of  New  York,  Intervener).  Decision  of  the 
Supreme  Court,  op  New  York,  Appellate  Division,  First  Depart- 
ment.   November  14,  1913.  141  N.  Y.  Supp.  74. 

This  is  a  certiorari  proceeding  against  the  state  board  of  tax  commissioners  to 
reduce  the  tax  assessment  against  the  Metropolitan  Street  Railway  Company. 
The  decision  holds  that  the  following  items  of  value  should  be  deducted:  earnings 
and  expenses  incurred  by  the  street  railway  in  operating  cars  over  another 
company's  line;  payments  made  to  the  city  as  rent  for  the  use  of  streets  and 
in  accordance  with  the  terms  of  the  company's  charter;  the  value  of  materials 
and  supplies  on  hand  which  were  necessary  for  the  operation  of  the  road;  calendar 
year  adjustments,  consisting  of  small  charges  against  operating  expenses  which 
were  delayed  in  getting  upon  the  books  and  therefore  were  not  included  in  the 
statement  for  the  proper  period  to  which  they  actually  related;  development  and 
organization  expenses,  consisting  of  promoter's  profits,  payment  for  legal  services, 
and  other  services  necessary  to  render  the  franchise  of  value;  and  initial  franchise 
tax  payments,  which  are  presumably  included  in  the  value  of  the  franchise.  The 
valuation  for  taxation  purposes  should  include  the  credit  for  a  building  which  was 
used  for  street  railway  purposes  during  only  a  part  of  the  year,  although  the 
company  had  not  been  able  to  rent  the  building  the  remainder  of  the  year;  the 
value  of  paving  laid  by  the  company  between  the  tracks,  even  though  it  does  not 
own  the  pavement,  as  it  was  compelled  to  lay  it  in  constructing  the  line;  and  the 
cost  of  removing  pipes  and  other  obstructions  which  were  removed  when  the 
company  installed  underground  electric  power. 

831.1 — Municipal  Bond  Issues. 

Town  op  Aurora  v.  Gates.  Decision  of  the  Circuit  Court  op  Ap- 
peals, Eighth  Circuit.    September  26,  1913.    208  Federal  101. 

The  town  of  Aurora,  Colorado,  attempted  to  defeat  bonds  and  coupons  which 
it  issued  and  sold  in  1891  for  waterworks,  on  the  ground  that  the  ordinance 
under  winch  they  were  issued  was  never  published.  The  Court  holds,  that  the 
contentions  of  the  town  cannot  be  sustained  since  "a  municipality,  or  a  corpora- 
tion and  its  officers,  who  by  the  apparent  legality  of  their  obligations  or  by  re- 
citals of  their  validity  have  induced  innocent  purchasers  to  invest  in  them  are 
estopped  from  denying  their  legality  on  the  ground  that  in  some  of  the  prelimi- 
nary proceedings  which  led  to  their  execution,  or  in  their  execution  itself,  they 
failed  to  comply  with  some  law  or  rule  of  action  relative  to  the  mere  time  or 
manner  of  their  procedure,  with  which  they  might  have  law  fully  complied,  but 
which  they  carelessly  disregarded." 
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COMMISSION  DECISIONS 

WISCONSIN. 
72— Rate  Schedules. 

Application  of  the  Neshkoro  Light  and  Power  Company  for  Author- 
ity to  Increase  Rates  in  Neshkoro,  Lohrville  and  Red  Granite,  Wis- 
consin. Decision  of  the  Wisconsin  Railroad  Commission,  Fixing 
Rates.     Decided  November  14,  1913. 

The  applicant's  property  is  a  water  power  plant,  operated  in  connec- 
tion with  a  milling  company.  The  company's  rates  for  commercial 
lighting  and  power  were  10  cents  per  kilowatt-hour  for  the  first  100 
kilowatt-hours  per  month  and  5  cents  per  kilowatt-hour  for  all  excess. 
Application  was  made  for  authority  to  establish  a  straight  meter  rate 
of  10  cents  per  kilowatt-hour. 

A  straight  meter  rate  can  lie  satisfactory  only  when  all  the  cus- 
tomers have  about  the  same  demand  or  installation  and  use  the 
current  about  the  same  length  of  time  each  day. 

6— Rate  Differentials. 

After  making  the  usual  apportionment  between  demand  and  output 

costs  and  determining  the  cost  curve  the  decision  says : 

To  adhere  closely  to  the  table  of  costs  is  not  always  possible.  The 
reason  for  distributing  the  hxed  cost  over  the  three  steps,  in  many 
instances  contrary  to  the  cost  curve,  and  thus  charging  the  long 
hour  user  more  than  his  proportionate  share,  is  that  there  are  a 
great  many  short  hour  users  who  do  not  contribute  the  full  amount 
they  should.  These  consumers  are  profitable,  however,  when  they 
help  bear  a  part  at  least  of  the  expense  burden  or  overhead  charges, 
and  even  though  they  do  not  carry  their  full  share,  they  thus  lighten 
the  load  to  the  others. 

72— Rate  Schedules. 

GENERAL  LIGHTING  RATE. 

For  residence  and  business  lighting,  including  motors  and  appliances  other  than 
lighting  equipment,  when  motors  are  of  one  horse  power  rated  capacity  or  less. 

Rate. 

9  cents  net  or  10  cents  gross  per  kilowatt-hour  for  the  fust  60  kilowatt-hours 
per  month  per  active  kilowatt. 

7  cents  net  or  S  cents  gross  per  kilowatt-hour  for  the  next  40  kilowatt-hours 
per  month  per  active  kilowatt. 

4  cents  net  or  5  cents  gross  per  kilowatt-hour  for  all  excess  per  month  per 
active  kilowatt. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Determination  of  Active  Connected  Load. 

The  determnation  of  active  load  is  made  according  to  the  plan  laid  down  by 
this  Commission  in  previous  decisions.      (See  3  Rate  Research  245.) 

Prompt  Payment  Discount. 

The  difference  between  the  gross  and  net  rates  shall  constitute  a  discount  if 
payment  is  made  within  fifteen  days  from  date  of  bill. 

Minimum  Charge. 

$1.00  net  per  month  for  1,000  watts  or  less  of  connected  load  plus  5  cents  for 
each  additional  50  watts  of  connected  load. 


POWER  RATE. 
Rate. 

Maximum  Rate. 

$1.25  net  per  active  horse  power  per  month,  plus 

Energy  Charge. 

4  cents  net  or  5  cents  gross  per  kilowatt-hour. 

Determination  of  Active  Connected  Load. 

The  following  percentages  of  the  rated  capacity  of   motor   as   indicated   on  the 
manufacturer's  name  plate  shall  be  deemed  active: 

90%  of  the  first  10  horse  power  installed. 
75%  of  the  next  20  horse  power  installed. 
00%  of  the  next  30  horse  power  installed. 
50%  of  all  over    60  horse  power  installed. 

Discount  for  Prompt  Payment. 

Same  as  for  general  lighting  rate. 

Minimum  Charge. 

$2.50  net  per  month. 

Terms  and  Conditions. 

This  service  will  include  electric  energy  utilized  for  motor  and  miscellaneous 
lighting  service,  where  the  demand  arising  from  such  miscellaneous  lighting 
service  shall  not  be  in  excess  of  20  per  cent  of  the  total  simultaneous  demand 
for  lighting  and  power  service. 

Stereopticons,  moving  picture  machines,  photographer's  ares  and  rectifiers  shall 
be  billed  at  the  power  rate  when  separately  metered  from  the  lighting. 


STREET   LIGHTING   RATE. 
Rate  (Neshkoro). 

$43  per  lamp  per  year  for  400  watt  tungsten  lamps,  moonlight  schedule. 

$12  per  lamp  per  year  for     00  watt  tungsten  lamps,  same  schedule. 

Rate  (Red  Granite  or  Wautoma). 

$30  per  lamp  per  year  for  250  watt  tungsten  lamps,  moonlight  schedule. 

Rate  (Lohrville). 

$15  per  lamp  per  year   for  100  watt  tungsten  lamps,  moonlight  schedule. 
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NEW  HAMPSHIRE 

132 — Protection  From  Competition. 

Complaint  v.  Hudson  Water  Company,  Asking  that  the  Pennichuck 
Water  Works  be  Authorized  to  Extend  its  Service  into  Hudson.  Decision 
of  the  New  Hampshire  Public  Service  Commission  Granting  the 
Hudson  Water  Company  a  Period  in  Which  to  Improve  its  Service. 
Decided  July  14,  1913. 

The  following  paragraphs  are  quoted  to  show  the  commission's  atti- 
tude in  regard  to  admitting  competition  in  the  public  utility  field. 

If  a  utility  in  any  case  cannot  meet  the  reasonable  demands  of  the 
public  for  service,  and  some  other  utility  can,  then  such  other 
utility  ought  to  be  permitted  and  must  be  permitted  to  render  the 
needed  service. 

Or  if  a  utility  is  in  a  position  so  that  it  can  undoubtedly  furnish 
service  as  good  as  that  furnished  by  a  utility  already  in  the  field,  and 
at  lower  rates  than  that  utility  can  serve  and  continue  to  operate 
efficiently,  then  it  is  entitled  to  permission  to  enter  the  field.  The 
legislature  has  reserved  to  it  that  right  for  the  benefit  of  the  public. 
The  mere  fact,  however,  that  a  utility  desiring  entrance  to  any 
given  field  can  supply,  service  at  a  rate  lower  than  the  utility 
already  doing  business  can  supply  such  service  and  continue  to 
pay  a  return  upon  the  amount  of  its  original  investment  does  not 
entitle  such  utility  to  an  order  permitting  it  to  enter  the 
field.     .      . 

Before  granting  authority  for  the  entrance  of  a  competing  utility 
into  territory  already  occupied,  the  Commission  must  determine 
and  find,  upon  a  consideration  of  all  the  facts  in  the  particular 
case,  that  the  community  will  derive  advantages  from  the  compe- 
tition created  which  will  outweigh  in  importance  any  disadvan- 
tages or  evil  results  which  may  be  expected  to  arise  therefrom. 
The  course  to  be  pursued  will  vary  according  to  the  facts  in  each 
case.  Sometimes  they  will  be  such  as  clearly  to  call  for  the  admis- 
sion of  the  applicant.  Generally,  however,  the  situation  should 
be  met  by  requiring  the  established  utility  to  supply  service  at 
the  rate  which  might  be  secured  by  admitting  competition. 

The  decision  also  cites  the  decisions  of  the  Wisconsin  Railroad  Com- 
mission, Application  of  the  La  Crosse  Gas  &  Electric  Company,  2 
W.  R.  C.  R.  257  (see  2  Rate  Research  201)  and  the  decision  of  the 
New  York  Public  Service  Commission,  Second  District,  Petition  of 
the  Oswego  Power  Company  (see  2  Rate  Research  257) 

It  appears  that  the  company  in  this  case  is  open  to  severe  criticism 
for  its  delay  in  obtaining  an  adequate  supply  of  uncontaminated 
water.  Sixty  days  is  granted  as  a  reasonable  time  within  which  to 
make  the  improvements  and  in  case  the  company  fails  to  make  these 
improvements  there  may  be  occasion  for  authorizing  the  Pannichuck 
Company  to  furnish  the  service. 
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CALIFORNIA 

32 — Appreciation . 

Application  of  North  Coast  Water  Company  for  Authority  to  In- 
crease Certain  Rates.  Decision  of  the  California  Railroad  Commis- 
sion Dismissing  the  Application.     Decided  December  3,  1913. 

The  Company's  land,  which  cost  $43,400  some  nine  years  ago.  is  now 
claimed  to  have  a  value  of  $93,000,  being  more  than  double  the  origi- 
nal cost.     . 

(A)  return  is  asked  on  what  is  claimed  to  be  the  present  value,  in- 
cluding what  is  popularly  known  as  the  unearned  increment  of 
land.  While  it  is  not  necessary  to  decide  this  point  here  ...  I 
desire  at  this  point  to  draw  attention  to  this  question  of  the  value 
to  be  assigned  to  land  in  rate  fixing  inquiries,  which  question  is  one 
of  the  most  important  which  can  possibly  arise  in  a  rate  fixing 
inquiry.  This  question  tests  squarely  the  correctness  of  the  so- 
called  reproduction  value  or  present  value  theories  on  the  one 
hand  and  the  original  cost  or  investment  theory  on  the  other.  In 
this  connection  I  desire  to  refer  to  the  language  of  Mr.  Justice  Van 
Fleet  in  San  Diego  Water  Company  v.  San  Diego,  118  Cal.  556, 
who  expresses  what  he  believes  to  be  the  fundamental  relationship 
between  the  public  and  a  public  utility,  which  is  one  of  principal 
and  agent.    At  page  570,  Mr.  Justice  Van  Fleet  says: 

"As  we  have  said,  it  is  not  the  water  or  the  distributing  works 
which  the  company  may  be  said  to  own,  and  the  value  of  which  is 
to  be  ascertained.  They  were  acquired  and  contributed  for  the  use 
of  the  public;  the  public  may  be  said  to  be  the  real  owner  and 
the  company  only  the  agent  of  the  public  to  administer  their  use." 
After  referring  to  the  unfairness  to  the  water  company  of  apply- 
ing the  present  value  or  the  reproduction  value  rules  in  case  prices 
have  gone  down,  Mr.  Justice  Van  Fleet  then  refers,  at  page  569,  to 
the  injustice  to  the  consumer  if  he  is  compelled  to  pay  a  higher 
rate  on  the  ground  of  an  advance  in  prices.  Referring  to  this 
point,  Mr.  Justice  Van  Fleet  says : 

"Nor  would  it,  on  the  other  hand,  be  just  to  the  consumers  to  re- 
quire'them  to  pay  an  enhanced  price  for  the  water  on  the  ground 
that  it  would  now  cost  more  to  construct  similar  works.  Such  a 
contingency  may  well  happen ;  but  to  allow  an  increase  of  rates 
for  such  reason  would  be  to  allow  the  water  company  to  make  a 
profit,  not  as  a  reward  for  its  expenditures  and  services,  but  for 
the  fortuitous  occurrence  of  a  rise  in  the  price  of  materials  or 
labor.  The  law  does  not  intend  that  this  business  shall  be  a.  specu- 
lation in  which  the  water  company  or  the  consumers  shall  respec- 
tively win  or  lose  upon  the  casting  of  a  die,  and  upon  the  equally 
unpredictable  fluctuations  of  the  markets." 

Mr.  .1  nsl ice  Van  Fleet  then  expresses  his  general  conclusions  as  fol- 
lows : 
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"For  the  money  which  the  company  has  expended  for  the  public 
benefit  it  is  to  receive  a  reasonable,  and  no  more  than  a  reasonable 
reward.  It  is  to  be  paid  according  to  what  it  has  done,  and  not 
according  to  what  others  might  conceivably  do.  In  etfect,  the  bar- 
gain between  the  company  and  the  public  was  made  when  the 
water  works  were  constructed,  and  this  matter  is  to  be  determined 
according  to  the  state  of  things  at  that  time." 

Finally,  at  page  572,  Mr.  Justice  Van  Fleet  states  the  necessary 
qualification  to  this  rule  as  follows: 

"It  should,  of  course,  be  said  that  it  does  not  follow  that  in  every 
case  the  company  will  be  entitled  to  credit  for  all  of  its  current  ex- 
penditures, or  to  receive  a  compensation  based  on  the  entire  cost  of 
its  works.  Reckless  and  unnecessary  expenditures,  not  legitimately 
incurred  in  the  actual  collection  and  distribution  of  the  water  fur- 
nished, or  in  the  acquisition,  construction  or  preservation  of  so 
much  of  the  plant  as  is  necessary  for  that  purpose,  cannot  be  al- 
lowed. .  .  .  It  is  the  money  reasonably  and  properly  expended 
in  the  acquisition  and  construction  of  the  works  actually  and  prop- 
erly in  use  for  that  purpose,  which  constitutes  the  investment  on 
which  the  compensation  is  to  be  computed."     .     .     . 

As  Mr.  Justice  Van  Fleet  clearly  points  out,  the  use  of  either  the 
present  value  or  the  reproduction  value  theories  may  be  as  clearly 
unjust  to  the  public  utilities  on  the  one  hand,  in  case  prices  have 
gone  down,  as  it  is  to  the  public  on  the  other  hand,  in  case  prices 
have  gone  up.  In  logic  and  justice,  the  public  utility  should  re- 
ceive a  return  on  the' moneys  reasonably  and  properly  expended  in 
the  acquisition  and  construction  of  its  works  actually  and  properly 
in  use  to  carry  out  its  agency — no  more  and  no  less.  If  care  is 
exercised  in  thus  ascertaining  the  valuation  on  which  a  return  is  to 
be  allowed  and  if  a  liberal  return  is  then  allowed  on  that  basis,  as 
is  the  practice  of  the  California  Commission,  the  utility  will  be 
receiving  full  justice  while  the  consumer  on  the  other  hand  will 
be  paying  no  more  than  he  ought  reasonably  to  be  called  upon  to 
pay  to  his  agent. 

Before  leaving  this  branch  of  the  case,  I  desire  to  add  the  conclu- 
sion of  Mr.  Franklin  K.  Lane,  formerly  of  the  Interstate  Commerce 
Commission,  expressed  in  the  Western  Advance  rate  case,  20  L.  C. 
C.  Rep.  307.  Referring  to  the  contention  of  the  Burlington  Rail- 
road Company  that  it  was  entitled  to  a  return  on  $150,000,000.00 
of  unearned  increment  of  land,  Mr.  Lane  at  page  347  says : 

"The  trend  of  the  highest  judicial  opinion  would  indicate  that 
we  should  accept  neither  the  cost  of  reproduction,  upon  which  the 
Burlington's  estimate  of  value  is  made,  nor  the  capitalization  which 
the  Santa  Fe  accepts  as  approximate  value,  nor  the  price  of  stocks 
and  bonds  in  the  market,  nor  yet  the  original  investment  alone,  as 
a  test  of  present  value  for  the  purpose  of  rate  regulation.  Perhaps 
the  nearest  approximation  to  the  fair  standard  is  that  of  bona  fide 
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investment — the  sacrifice  made  by  the  owners  of  the  property — con- 
sidering as  part  of  the  investment  any  shortage  of  return  that  there 
may  be  in  the  earlier  years  of  the  enterprise.  Upon  this,  taking  the 
life  history  of  the  road  through  a  number  of  years,  the  promoters 
are  entitled  to  a  reasonable  return.  This,  however,  manifestly  is 
limited;  for  a  return  should  not  be  given  upon  wastefulness,  mis- 
management or  poor  judgment,  and  always  there  is  present  the  re- 
striction that  no  more  than  a  reasonable  rate  shall  be  charged." 

IDAHO 

132 — Protection  from  Competition. 

Application  of  the  Swan  Creek  Electric  Company  for  a  Certificate 
of  Public  Convenience  and  Necessity.  Decision  of  the  Idaho  Public 
Utilities  Commission,  Dismissing  the  Application  in  Part.  Decided 
December  15,  1913. 

A  part  of  the  territory  which  the  applicant  plans  to  enter  is  served 
by  the  Utah  Power  and  Light  Company.  The  service  furnished  by 
this  company  is  inadequate  and  unsatisfactory.  The  present  possible 
maximum  gross  revenue  from  the  territory  in  question  would  not 
exceed  $100  per  month,  the  population  being  less  than  500  inhabitants . 

Applicant  hopes,  if  allowed  to  enter  the  field,  to  destroy  the  income 
of  the  present  company  entirely  and  render  its  investment  valueless. 
Just  how  this  is  to  be  done  is  not  made  clear,  but  assuming  for  the 
sake  of  argument  that  this  can  be  done,  we  do  not  believe  that 
the  purpose  of  this  statute  is  to  encourage  or  countenance  such 
action.  On  the  other  hand,  if  the  applicant  shall  fail  to  gather 
to  itself  all  of  the  revenue  derived  from  the  village  of  St.  Charles, 
it  then  follows  that  the  two  companies  must  divide  what  is  already 
a  very  meager  income  for  the  one  company  already  in  the  field, 
with  a  loss  to  both  companies. 

We  are,  therefore,  inclined  to  the  opinion  that  no  reasonable  con- 
tention can  be  made  that  the  present  or  future  public  convenience 
and  necessity  require  or  will  require  the  construction  of  an  addi- 
tional transmission  line  and  distribution  system  in  the  village  of 
St.  Charles  and  that  the  application  must  therefore  be  denied. 

NEW   JERSEY 

532 — Delayed  Payment  Penalty. 

Complaint  v.  New  York  Telephone  Company,  Alleging  that  Com- 
pany had  Unjustly  Charged  the  Regular  Rate  for  a  Period  when 
Service  was  Discontinued  on  Account  of  Complainant's  Failure 
to  Make  Payment.  Decision  of  the  New  Jersey  Board  of  Public 
Utility  Commissioners  Dismissing  Complaint.  Decided  September 
30,  1913. 

The  company's  contract  with  subscribers  provided  for  advance 
monthly  payments.  Upon  failure  to  pay  bills  rendered  the  com- 
plainant's service  was  temporarily  cut  off,  and  the  company  refused 
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to  make  a  pro  rata  deduction  for  the  period  during  which  service 
was  denied  him. 

If  wholly  through  the  company's  failure,  service  to  a  subscriber  is 
interrupted,  the  company  is  bound  to  make  proper  allowance  there- 
for. The  enforcement  of  such  a  regulation  tends  to  make  for  effi- 
cient service. 

If  wholly  through  the  subscriber's  failure,  service  is  curtailed,  and 
allowance  therefor  is  made,  promptitude  of  payment  is  retarded, 
the  costs  of  notification,  etc.,  are  thrown  upon  subscribers  as  a 
whole,  and  a  door  is  opened  by  which  discriminatory  rates  and  re- 
bates may  be  introduced.  The  enforcement  of  this  regulation  tends 
to  make  for  economy  in  rendering  service. 

The  practice  of  the  company  is  approved  and  complaint  is  dismissed. 

WISCONSIN 

129.4— Refunds. 

Complaint  v.  Equitable  Electric  Light  Company,  Lake  Geneva, 
Wisconsin  (Pop.  3079),  Alleging  Excessive  Rates.  Decision  of  the 
Wisconsin  Railroad  Commission,  Adjusting  Rates.  Decided  July 
11,  1913. 

The  rate  schedule  ordered  in  this  case  was  given  in  3  Rate  Research 
296  from  an  account  in  the  Electrical  World.  The  complaint  also 
included  applications  for  refund.  One  large  power  user  and  the 
school  district  claimed  that  the  company  had  agreed  to  refund  all 
money  paid  during  a  certain  period,  in  excess  of  what  should  be 
found  by  the  commission  to  be  the  proper  rate. 

This  agreement  was  not  written  and  the  parties  do  not  agree  as 
to  its  exact  terms.  However,  since  the  rate  charged  by  the  utility 
was  the  regular  rate  on  file  with  the  Commission  and  in  effect,  any 
agreement  to  make  refunds  was  in  violation  of  the  Public  Utilities 
Law  (Sees.  1797m-33  and  1797m-92).  Since  there  was  no  definite 
rate  made  by  contract  prior  to  October  1,  1907,  and  extending  up 
to  the  time  in  question  by  its  specific  terms,  it  was  the  company's 
right  and  in  fact  duty  to  place  all  consumers  on  the  rate  schedules 
filed  and  in  effect.     .     .     . 

Any  agreement  to  make  or  receive  a  refund  was  improper  and  the 
company  was  justified  in  placing  all  consumers  on  an  equal  basis. 
If  this  rule  were  not  enforced,  all  the  consumers  of  a  utility  might 
well  claim  refunds  for  past  bills  whenever  they  are  found  to  have 
been  unreasonable  in  a  rate  case. 

OHIO 

72 — Rate  Schedules. 

Appeal  to  the  Ohio  Public  Utilities  Commission  from  Electric  Rates 
Fixed  in  Ordinance  Passed  by  the  Council  of  Port  Clinton  (pop. 
3,000),  O.  E.  L.  A.  Monthly.    December,  1913,  p.  8. 
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The  council  of  Port  Clinton  passed  an  ordinance  fixing  rates  for  elec- 
tricity at  8  cents  and  scaled  down  to  5  cents.  The  Port  Clinton  Elec- 
tric Light  and  Power  Company  and  the  Northwestern  Kailway,  Light 
and  Power  Company  appealed  to  the  Commission  from  these  rates 
and  prayed  that  reasonable  rates  be  substituted  for  the  rates  fixed  by 
the  council.  Subsequently  the  council  of  Port  Clinton  withdrew  the 
ordinance  and  substituted  an  ordinance  of  9  cents  scaled  down  to 
6  cents,  with  10  per  cent  discount.  This  latter  ordinance  has  been 
accepted  by  the  Company  and  the  appeal  has  been  dismissed. 


REFERENCES 
RATES 

4 — Rate  Theory. 

Rate  Making  for  Central  Stations,  by  William  H.  Winslow,  Elec- 
trical World,  1  page,  January  3,  1914,  p.  12. 

This  supports  variable  rates  for  electric  energy.  It  is  said  that  in  almost 
every  instance  a  full  and  correct  cost  analysis  of  any  large  central  station 
will' show  that  the  real  profits  are  being  made  from  the  large  users  paying 
the  lowest  rates,  and  that  the  small  consumers  are  barely  paying  their  way 
as  a  class,  and  individually  in  many  cases  are  being  served  at  a  loss.  Rates 
necessary  to  secure  the  large  users  of  energy  can  be  successfully  defended 
on  the  low  cost  of  serving  them  such  costs  including  full  return  on  the  invest- 
ment needed  for  their  supply.  Even  rates  yielding  less  than  a  full  profit 
are  proper  if  the  resulting  business  makes  possible  lower  maximum  rates  than 
otherwise  would  be  found  feasible.  The  real  limitation  on  such  rates  is  the 
fact  that  in  no  event  should  any  rate  be  made  that  does  not  reduce  the  sum 
that  otherwise  would  have   to  be  collected  from  the  rest  of  the  consumers. 

INVESTMENT  AND  RETURN 

31 — Valuation. 

Physical  Valuation  of  Railroads  :  Discussion  op  a  Paper  by  Wil- 
liam J.  Wilgus.  Proceedings  of  the  American  Society  of  Civil  Engi- 
neers, 10  pages,  December,  1913,  p.  2191.  , 

This  continues  the  discussion  of  this  paper,  previous  installments  of  which  arc 
referred  to  in  4  Mate  Research  94  and  17o.  The  discussion  is  by  Stevenson 
Taylor  and  by  Mr.  Wilgus,  who  answers  various  arguments  brought  in  by  the 
various  opinions. 

33 — Capitalization. 

Relative  Stability  of  Public  Utility  Financing,  by  W.  W.  Free- 
man.   Electrical  World,  1  page,  January  3,  1914.  p,  11. 

This  states  that  an  increasing  appreciation  on  the  pari  of  the  conservative 
investing  public  of  the  stability  and  attractiveness  of  public  utility  investments 
has  been  clearly  noticeable  in  recent  years;  that  among  the  considerations 
which  lend  stability  to  the  public  utility  securities  are  the  facts  that  (1)  the 
management  of  such  utilities  is  practically  always  scientific  and  independent 
of  the  human  equation;  (2)  the  business  is  recognized  as  a  virtual  monopoly; 
(3)    the    earnings    do    not    fluctuate    widely    between    normal    years    and    those   of 


Rate     Research  235 


business  depression;  (4)  utilities  stand  supreme  for  reliability  of  earning 
power;  (5)  the  regulation  of  securities  by  state  commissions  serves  as  a 
guarantee  of  the  investment. 

314 — Overhead  Charges. 

Misapplication  of  Interest,  Contingencies  and  Engineering  Items 
for  Valuing  Kailroads  by  Cost  of  Replacement  Methods,  by  D.  F. 
Jurgensen.  Journal  of  the  Association  of  Engineering  Societies,  7  pages, 
August,  1913,  p.  95. 

This  argues  against  the  "cost  of  reproduction  new"  theory  in  railroad-valuation. 
It  is  said  that,  since  there  is  to  be  no  actual  reconstruction  of  existing  railroad 
properties,  the  assumption  is  false;  but  notwithstandnig  this,  the  false  assump- 
tion is  by  this  method  treated  as  an  (dement  of  value  in  itself.  Interest,  contin- 
gencies and  engineering  expenses  are  criticized  as  purely  fictitious  items  depend- 
ing for  their  amount  upon  the  caprice  of  the  estimator. 

313— Prices. 

Price  Changes  and  the  Business  Outlook,  Engineering  News,  4 
pages,  January  1,  1914,  p.  1. 

31 — Valuation. 

The  Nebraska  State  Telegraph  Valuation,  by  E.  C.  Hurd.  Public 
Servict  Regulation,  3  pages,  December,  1913,  p.  690. 

This  is  a  review  by  the  engineer  in  charge,  of  the  physical  appraisal  of  telegraph 
property,  required  by  the  Nebraska  law.  Tables  are  given  showing  the  unit  costs, 
as  determined  and  applied,  and  the  total  value  found  for  the  Postal  Telegraph 
and  Western  Union  lines. 

3 — Investment  and  Return. 

Risk  and  Public  Service  Control,  by  Robert  H.  Whitten.  Elec- 
trical World,  2  pages,  January  3,  1914,  p.  8. 

This  comments  on  the  reduction  in  price  of  utility  service  as  compared  to  other 
commodities,  and  states  that  the  comparison  furnishes  abundant  justification 
for  a  regime  of  virtual  monopoly  as  opposed  to  competition,  as  applied  to  the 
public  utility  services.  The  favorable  showing  of  virtual  monopoly  is  due  to 
reduced  capital  expenditures,  reduced  operating  costs  and.  more  important  still, 
reduced  risk.  It  is  said  that  public  service  regulation  is  a  recognition  by  the 
state  of  the  essentially  monopolistic  character  of  these  enterprises.  It  is 
maintained  that  efficient  public  service  regulation  will  make  possible  further 
reductions  in  the  cost  of  production  of  public  utilty  services.  This  will  come 
chiefly  through  its  influence  on  the  (dement  of  risk.  Risk  is  one  of  the  most 
important  elements  in  the  present  cost  of  such  services.  If  risk  could  be 
abolished  and  the  capital  charges  reduced  to  a  pure  interest  basis,  it  is  evident 
that  the  cost  of  production  would  be  very  greatly  reduced.  Risk  cannot  be 
abolished,  but,  by  effective  safeguards  and  a  well-considered  policy  of  public 
control,  it  can  be  greatly  reduced.  The  following  means  of  reducing  the  risk 
are  suggested:  public  control  of  accounts  and  capitalization;  the  building  up 
of  a  liberal  reserve  to  be  used  in  making  necessary  improvements  and  better- 
ments; and  a  direct  limitation  of  the  profits.  The  statement  is  made  that  a 
direct  control  of  profits  seems  the  logical  method  of  attacking  the  problem  of 
rate  regulation.  What  is  a  fair  price  as  between  buyer  and  seller  in  the  case 
of  a  monopolized  article  is  usually  a  question  of  what  constitutes  a  fair 
profit  for  the  service  rendered.  It  is  in  general  easier  to  decide  what  is  a 
fair  profit  than  to  decide  what  particular  rate  scbedule  will  exactly  produce 
such  profit.  In  a  rate  regulation  proceeding  there  are  so  many  factors  that 
are  not  susceptible  of  accurate  determination  that  the  result  must  be  largely 
vitiated.     If  profits   are   strictly  regulated,  rates  of  charge   will  ordinarily   take 
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care  of  themselves.  Rate  regulation  may  then  be  confined  to  a  prevention  of 
discrimination,  and  the  necessity  for  even  this  degree  of  interference  'will  be 
largely  obviated. 

PUBLIC  SERVICE  REGULATION 

226.5 — Standards  of  Service. 

Standardization  of  Public  Utilities  Service,  by  Edward  B.  Rosa. 
Abstract  of  an  Address  Made  before  the  Section  on  Social  and  Eco- 
nomic Science  of  the  American  Association  for  the  Advancement  of 
Science,  Atlanta,  Georgia,  December  31,  1913.  Electrical  World, 
Article  and  Editorial,  1  page,  January  3,  1914,  p.  31  and  p.  1. 

The  above  article  discusses  the  present  relation  of  the  Bureau  of  Standards 
to  public  utilities  and  public  service  commissions;  and  recommends  that  a  large 
activity  of  the  Bureau  in  the  field  of  public  utility  regulation — studying  the 
problems  coming  before  state  commissions  and  municipal  regulating  bodies  open- 
mindedly  and  yet  conservatively,  serving  as  a  clearing  house  of  information 
as  well  as  an  agency  for  investigation  and  the  formulation  of  results  for  gen- 
eral use, — would  be  productive  of  valuable  results  which  would  more  than 
justify  the  cost.  The  lack  of  uniformity  in  rates  and  appraisals  is  especially 
touched  upon. 

The  editorial  comments  on  the  high  quality  of  the  work  that  has  been  done 
by  the  Bureau  of  Standards  and  of  the  personnel  of  its  heads  and  associates. 
It  is  said  that  if  the  same  high  character  of  work  and  personnel  continues, 
the  assistance  of  the  government  will  be  a  factor  of  much  helpfulness  in  the 
solution  of  technical  problems  of  the  industry. 

261— Public  Service  Bills. 

Report  of  the  Chairman  of  the  Department  on  Regulation  of 
Interstate  and  Municipal  Utilities  of  the  National  Civic  Federa- 
tion to  the  Annual  Meeting  of  Federation,  December  11-13,  1913, 
by  Emerson  McMillin,  Chairman. 

This  outlines  the  history  of  the  making  of  the  bill,  and  its  chief  provisions.  In 
regard  to  the  provision  for  a  single  state  commission  to  undertake  the  regula- 
tion of  all  utilities  within  the  state,  it  is  said  that  this  plan  is  believed  to  be 
eminently  preferable  to  any  scheme  of  divided  jurisdiction  whether  on  territorial 
lines  or  on  business  lines.  Municipal  regulation  of  local  utilities  must  neces- 
sarily be  expensive  and  probably  inefficient.  Utilities  no  longer  are  confined  to 
the  limits  of  municipalities.  Of  even  greater  concern,  however,  is  the  difficulty, 
if  not  impossibility,  in  a  majority  of  cases  of  obtaining  through  a  municipal 
regulating  body  a  degree  of  scientific  accuracy  and  judicial  impartiality  and  fair- 
ness which  is  necessary  to  a  proper  solution  of  public  utility  problems. 

2 — Public  Service  Regulation. 

Regulation  from  the  Telephone  Viewpoint,  by  Theodore  N.  Vail. 

Electrical  World,  1  page,  January  3,  1914,  p.  7. 

This  states  that  in  order  to  be  permanently  successful  regulation  must  be 
effective.  If  the  commissioners  have  not  sufficient  ability  or  breadth  of  mind 
to  understand  clearly  the  problems  before  them,  they  will  fail  to  satisfy  the 
various  elements  composing  the  public.  If  their  work  does  not  attract  and 
hold   public  respect,  it  cannot  be   effective. 

It  is  said  that  it  is  the  duty  of  public  utility  corporations  to  try  to  make 
regulation  effective;  that  regulation  should  be  so  fair  that  the  justice  of  it 
will  be  recognized  by  both  the  corporation  and  the  consuming  public.  The 
need   of   a  fair   rate   of   return   is   emphasized.     The   company   needs   a   revenue 
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large  enough  to  meet  all  of  its  expenses,  including  depreciation,  its  taxes  and 
charges  and  a  fair  return  on  the  investment.  Unless,  however,  it  has  a  margin 
above  these  necessary  outlays  sufficient  to  give  evidence  to  hankers  of  a 
reasonable  certainty  of  a  continuation  of  enough  revenue  to  meet  all  of  them 
without  default,  it  will  have  a  difficulty  in  raising  capital  for  extensions. 
The  statement  is  made  that  while  the  complexity  of  the  telephone  industry 
makes  it  a  difficult  subject  of  regulation,  yet  it  has  advocated  and  seeks  full 
public  control.  This  is  done  with  a  confidence  in  the  ultimate  fairness  of  the 
public  and  a  belief  that  regulation  will  help  to  perpetuate  the  co-operative 
relations  that  should  prevail  between  the  public   utilities  and  their  customers. 

21 — Organization  of  Commissions. 

Frequent  Changes  in  Commission  Personnel,  Editorial,  Electric 
Railway  Journal;,  December  27,  1913,  p.  1316. 

This  comments  on  the  importance  of  experience  to  a  commissioner,  and  on  the 
desirability  of  retaining  commissioners  for  extremely  long  terms.  It  is  said  that 
not  even  an  enlightened  public  opinion  will  insure  the  success  of  the  present 
regulatory  system  unless  commissioners  who  have  acquired  experience  and  knowl- 
edge are  retained  in  service.  Security  of  tenure  not  only  minimizes  the  waste 
of  time  and  the  danger  of  mistakes  in  breaking  in  new  commissioners,  but  also 
bestows  on  the  older  commissioners  a  stalwart  independence  and  a  serenity  that 
promote  the  efficiency  of  the  organization  and  the  quality  of  the  regulatory  work 
accomplished.  Furthermore,  a  reasonable  assurance  of  retention  in  office  upon 
the  exhibition  of  the  proper  capacity  therefor  is  something  that  enables  the 
appointing  power  to  command  the  services  of  men  who  would  never  dream  of 
accepting  the  offer  if  they  believed  that  the  position  was  one  which  was  period- 
ically open  as  a  reward  for  activity  in  party  politics.  The  ten-year  term  adopted 
under  the  new  Pennsylvania  public  utility  law  is  a  step  forward,  but  a  tendency 
to  make  appointments  like  those  of  our  highest  judges,  for  fifteen  years  or  even 
for  life,  would  be  far  from  deserving  censure. 

268 — Public  Service  Laws. 

The  New  Illinois  Public  Utilities  Law:  a  Brief  Keview  of  Some 
of  the  Principal  Powers  and  Duties  of  the  Illinois  Commission 
Which  "Will  Come  into  Authority  January,  1914,  by  F.  S.  Munro. 
Public  Service  Regulation,  iy2  pages,  December,  1913,  p.  688. 

This  gives  a  brief  outline  of  the  provisions  of  the  Illinois  law.  Attention  is  called 
to  the  fact  that  Section  38,  by  which  utilities  are  forbidden  to  grant  any  prefer- 
ence or  advantage,  does  not  use  the  phrase  "undue"  preference.  It  is  said  to  be  a 
matter  of  conjecture  as  to  just  what  interpretation  the  court  will  make  of  this 
drastic  provision;  that  the  courts  may  adopt  the  rule  of  reason  and  qualify  the 
language  by  adding  the  word  unreasonable  or  undue;  but  that,  as  the  law  now 
stands,  it  is  a  flat  prohibition  against  any.  preference.  The  statement  is  made 
that  the  provision  giving  the  Commission  power  to  order  additions,  extensions 
or  improvements,  will  run  athwart  the  power  reserved  in  the  cities  to  grant  fran- 
chises to  corporations.  It  is  said  to  be  unfortunate  that  the  jurisdiction  should 
be  divided.  If  new  service  is  necessary  and  is  so  declared  by  a  competent  author- 
ity, the  law  should  be  adequate  to  secure  for  the  people  such  additional  facilities. 
Under  the  present  law,  the  city  or  village  council  has  power  to  refuse  a  corpora- 
tion the  right  to  use  its  streets  and  thus  this  provision  of  the  law  is  of  little 
benefit. 

MUNICIPALITIES 

83 — Public  or  Municipal  Ownership. 

City  and  Company  on  Same  Basis  :    Wisconsin  Co.m  m  i>h<  >n  Refuses 
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Municipality  Right  to  Discriminate.     Public  Service,  1VL>  pages, 

January,  1914,  p.  21. 

This  outlines  the  history  of  the  Ft.  Atkinson  Water  and  Light  Commission 
rate  case,  abstracted  in  3  Rate  Research  294,  and  -1  Rate  Research  118;  and 
quotes   from   the   decision. 

83 — Public  or  Municipal  Ownership. 

Where  Municipal  Ownership  Breaks  Down,  N.  E.  L.  A.  Bulletin, 
2  pages,  December,  1913,  p.  165. 

This  states  that  though  there  may  possibly  be  one  or  two  exceptions  to  the  rule, 
it  is  a  notorious  fact  that  even  when  conscientiously  and  intelligently  adminis- 
tered, municipal  plants  for  electric  service  do  not  compare  at  all  with  private  in 
the  degree  of  service  given  to  the  community.  Mention  is  made  of  the  revulsion 
of  feeling  in  Europe  to  a  preference  for  the  more  efficient  private  management. 
It  is  said  that  any  one  who  has  struggled  with  the  telephone  service  in  London, 
or  given  up  entirely  trying  to  use  it  in  Paris,  will  be  an  enthusiastic  opponent 
of  schemes  to  reduce  our  own  facilities  of  intercommunication  to  such  a  deadly 
level  of  inefficiency.  Reference  is  made  to  a  compilation  of  data  recently  made 
by  Dr.  G.  Siegel,  a  German  economist,  and  to  his  conclusion  that  "electricity 
plants  under  private  control  do  a  great  deal  more  for  the  economic  development 
than  those  under  municipal  control.  ...  If  leading  men  refuse  to  recognize 
these  facts  and  the  public  bodies  extend  their  activities  in  the  supplying  of  elec- 
tricity, these  bodies  would  gain  a  constantly  increasing  and  finally  decisive  influ- 
ence on  the  entire  productive  conditions  of  the  electrification  of  the  whole  indus- 
trial and  agricultural  world.  We  should  then  approach  an  economic  system 
which,  with  its  universal  levelling  principle,  would  not  be  suitable  for  further 
promoting  the  use  of  a  form  of  energy  which  particularly  calls  for  the  greatest 
differences  of  treatment  in  every  respect." 

83 — Municipal  Ownership. 

Low  Efficiency  Under  Government  Ownership,  N.  E.  L.  A.  Bulh- 
tin,  December,  1913,  p.  170. 

This  gives  a  table  showing  a  comparison  of  four  of  the  greatest  railway  countries, 
two  of  them  examples  of  public  and  two  of  private  ownership.  It  is  said  that  both 
in  expenditure  of  capital  and  in  cost  of  operation  there  is  shown  a  margin  of  im- 
providence on  the  part  of  the  government  operation  in  sharp  contrast  with  the  rec- 
ords of  private  systems,  forced  as  they  are  to  be  wholly  self-supporting.  The  United 
States  and  England  are  taken  as  examples  of  purely  private  railway  enterprise, 
while  the  railroads  of  France,  including  two  large  state  systems,  and  those  of  Ger- 
many, almost  wholly  state  operated,  are  taken  as  the  minimum  and  maximum  of 
governmental  ownership.  Excess  of  growth  in  capital  outlay  per  mile  is  the  first 
aspect  in  which  the  railways  under  state  operation  suffer  by  comparison,  for 
while  German  roads  were  advancing  4.8  per  cent  in  capital  per  mile,  and  French 
3.3  per  cent,  those  of  England  were  rising  only  0.8  per  cent  and  those  of  the 
United  States  only  1.6  per  cent.  Taking  actual  gain  per  mile,  those  of  the  United 
States,  already  by  far  the  lowest  capitalized,  are  seen  to  have,  by  an  immense 
margin,  the  best  record.  For.  in  three  years,  capital  per  mile  on  German  roads 
rose  $4,'.H;> -,  on  French,  $3.!H>4 ;  on  English,  $2,197,  and  on  our  own,  only  $961. 

GENERAL 

144 — Mergers. 

Central  Stations  ix  Large  Cities,  Editorial,  Electrical  ]Y<>rl<l,  Janu- 
ary 3,  1914,  p.  2. 

This  comments  on   the  startling  contrasts   between  the  electricity   supply   systems 
in    London,    Berlin    and    Chicago,    brought    out    recently    in    a    paper   by   Prof.    C. 
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Klingenberg  before  the  British  Institution  of  Electrical  Engineers.  Chicago,  it  is 
said,  under  a  singularly  progressive  arrangement,  has  a  wonderfully  well-organ- 
ized system  of  unified  supply.  London,  on  the  otln-r  hand,  is  an  example  of  com- 
plete disorganization  in  spite  of  some  remarkably  well-managed  local  under- 
takings. Berlin  has  an  orderly  supply,  although  its  territory  is  less  completely 
controlled  than  in  the  case  of  Chicago.  The  first  striking  fact  is  the  very  ineffi- 
cient way  in  which  the  business  has  been  exploited  in  London,  doubtless  attribut- 
able in  part  to  the  fact  that  most  of  the  undertakings  are  municipal  and  as  a 
rule  in  rather  serious  competition  with  cheap  gas.  With  three  times  the  popu- 
lation of  Chicago,  London  uses  for  lighting  and  motor  service  less  than  25  per 
cent  more  energy  and  has  an  insignificant  railway  load.  Its  sixty-four  stations 
show  50  per  cent  greater  first  cost  per  kilowatt  than  the  six  plants  that  supply 
service  to  the  Western  metropolis,  more  than  double  the  operating  cost  and  10 
per  cent  less  efficiency  in  the  distributing  system.  Moreover,  the  London  wage 
cost  is  60  per  cent  higher  than  that  in  Chicago,  and  its  fuel  cost  more  than  double. 
This  is  said  to  be  sufficient  evidence  of  the  shocking  inefficiency  of  small  stations 
as  against  large  ones. 


"B" 


149 — Holding  Companies. 

Influence  of  the  Holding  Companies  on  Electric  Utilities,  by 
A.  K.  Baylor.     Electrical  World,  iy2  pages,  January  3,  1914,  p.  !). 

This  states  that  the  great  advantages  of  holding  companies  are  first,  economy 
and  efficiency  of  service,  and  second,  greater  financial  strength  and  security. 
It  is  said  that,  subject  to  proper  regulation,  the  holding  company  has  been 
and  is  an  unqualified  public  benefit;  that  with  the  full  understanding  by  the 
public  of  the  nature  of  holding  companies  and  the  benefits  that  accrue  from 
their  operation  under  fair  and  reasonable  regulation,  such  companies  and  the 
electrical  utilities  they  control  and  operate  will  undoubtedly  enjoy  a  popular 
confidence,   appreciation   and   support. 

91 — Promotion  and  Growth  of  the  Business. 

Electrical  Growth  in  1913,  by  T.  C.  Martin.  Electrical  World, 
2  pages,  January  3,  1914,  p.  4. 

This  sums  up  the  work  of  the  various  great  classes  of  the  electrical  industry 
during  the  last  year.  The  gross  income  of  electrical  manufacturing  is  esti- 
mated to  be  $375',000,000;  of  electric  railways,  $650,000,000;  of  central  stations, 
$450,000,000;  of  telephone  service,  $:S50,000,000;  of  telegraph  service,  $85,000,- 
000;  of  isolated  plants,  $125,000,000;  miscellaneous.  $125,000,000;  total  $2,- 
160,000,000.  It  is  said  that  few  fields  have  been  more  susceptible  and  sensitive 
to  the  restrictions  placed  upon  them  of  late  years  by  repressive  legislation  than 
the  electrical;  and  that  few  will  respond  more  quickly  to  a  loosening  of  the 
trammels  and  an   invitation   to  advance  and   become  more   useful  to  the  public. 

98 — Public  Relations. 

Public  Service  Corporations  and  the  Public,  by  Alten  S.  Miller. 
Electrical  World,  y2  page,  January  3,  1914,  p.  14. 

This  states  that  it  is  axiomatic  that  the  utilities  cannot  be  seriously  injured 
without  commensurate  injury  to  the  public;  that  the  people  should  be  made 
to  understand  this  axiom  and  to  realize  fully  that  their  interests  are  indis- 
solubly  bound  up  with  the  interests  of  the  public  service  corporations  supply- 
ing the  transportation,  water,  electricity,  gas,  etc.  to  their  communities.  Men- 
tion is  made  of  the  friendly  spirit  brought  about  in  some  communities  by  the 
careful  publicity  of  the  companies  serving  them.  It  is  asserted  that  such 
campaigns  should  be  held  in  every  community:  and  that  after  details  are 
worked  out  a  concerted  movement  should  be  begun  all  over  the  United  State- 
to  enlighten  the  public  and  thereby  secure  its  effectual  co-operation. 
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145 — Dissolution  of  Mergers. 

The  Telephone-Telegraph  Dismemberment,  Editorial,  Public  Serv- 
ice, January,  1914,  p.  3. 

This  states  that,  while  there  is  little  doubt  as  to  the  happy  result  of  the  Amer- 
ican Telephone  and  Telegraph  settlement  to  the  stockholders,  many  authorities 
will  seriously  question  whether  or  not  the  people  of  the  United  States  will 
derive  profit  or  loss.  It  is  said  that  the  plan  of  action  attempted  in  unifying 
the  nation's  telephone  system  and  in  operating  the  Western  Union  in  connec- 
tion with  the  Bell  telephone  companies,  was  constructive.  It  may  have  been 
overly  ambitious  and  some  distance  in  advance  of  public  opinion,  but  to  a 
thinking  man  it  promised  benefits  to  the  people  of  value  far  outweighing  the 
highly  sentimental  dangers  of  monopoly.  The  most  progressive  improvements 
made  by  the  company  in  the  telegraph  service  are  noted.  The  statement  is  made 
that  eventually  the  constructive  visions  of  the  really  big  men  of  the  nation  will  be 
realized  in  one  way  or  another.  At  present  it  seems  of  the  utmost  importance 
that  these  men  sacrifice  a  great  deal,  if  necessary,  to  prove  that  they  are  not 
public  enemies,  and  that  their  motives  are  in  line  with  order,  progress,  law  and 
the  welfare  of  the  individual  even  though  they  are  at  present  prevented  from 
working  effectively  toward  the  most  beneficial  accomplishment  of  these  ends. 


COURT   DECISION   REFERENCES. 

129.3— Refusal  of  Service. 

Saltzburg  et  al.  v.  Utica  Home  Telephone  Co.  Decision  of  the 
New  York  Supreme  Court,  Appellate  Division,  Fourth  Depart- 
ment.    November  12;  1913.     144  N.  Y.  Supp.  309. 

The  company,  because  of  the  non-payment  of  a  back  bill  which  the  customer  dis- 
puted, removed  the  telephone  from  the  customer's  place  of  business.  The  cus- 
tomer sued  for  damages  under  the  provisions  of  section  103  of  the  Transporta- 
tion Corporations  Law  (Consol.  Laws  1909,  c.  63),  which  requires  every  telegraph 
or  telephone  corporation,  on  payment  of  charges,  to  transmit  messages  with  im- 
partiality and  in  good  faith  and  in  the  order  in  which  they  are  received;  and 
for  every  refusal  or  neglect  so  to  do  makes  the  corporation  liable  for  a  penalty 
of  $100  to  be  paid  to  the  person  sending  or  desiring  to  send  such  message.  In  his 
opinion  the  presiding  justice  says:  "I  do  not  think  the  plaintiffs'  grievance  is 
covered  by  the  section  referred  to.  The  statute  is  highly  penal.  While  it  should 
not  be  so  strictly  construed,  as  to  defeat  its  manifest  purpose,  neither  should  it 
be  extended  by  implication  to  cover  an  act  which  is  not  within  its  obvious  mean- 
ing. The  object  of  the  statute  is  punishment,  not  damages.  If  the  plaintiffs  have 
sustained  damages  through  any  actionable  misconduct  of  the  defendant,  they  have 
their  remedy  by  an  appropriate  action  therefor.  They  are  not  entitled  to  recover 
a  penalty."     .     .     . 

77— Safety  of  Service. 

Hill  v.  Pacific  Gas  &  Electric  Co.  et  al.  Decision  of  the  District 
Court  of  Appeal,  Third  District,  California.  September  25,  1913. 
On  Rehearing,,  October  25,  1913.     136  Pacific  492. 

In  tins  case  the  court  refused  to  hold  the  company  liable  for  the  death,  by  electro- 
cution, of  an  employee  of  a  factory  to  which  it  furnished  electricity  for  power. 
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COURT  DECISIONS 

UNITED  STATES  SUPREME  COURT 

224.5 — Rate  Fixed  by  Ordinance. 

The  Wyandotte  County  Gas  Company,  Plaintiff  in  Error,  vs.  the 
State  of  Kansas,  on  Relation  of  John  Marshall,  Attorney  for 
the  Public  Utilities  Commission  of  the  State  of  Kansas.  Suit  to 
Determine  the  Power  of  the  Kansas  Commission  over  Rates  Fixed  by 
Ordinance.  Decision  of  the  United  States  Supreme  Court  Adjudg- 
ing- that  the  Commission  Has  Power  over  Such  Rates.  January  5, 
1914. 

The  decision  of  The  Kansas  Supreme  Court  in  this  case  was  abstracted 
in  2  Rate  Research  294.  The  opinion  of  the  United  States  Supreme 
Court,  delivered  by  Mr.  Chief  Justice  White,  is  as  follows : 

The  Supreme  Court  of  the  State  of  Kansas,  with  a  modification  to 
which  it  is  not  necessary  to  refer,  affirmed  a  decree  of  the  District 
Court  of  Wyandotte  County,  Kansas,  enjoining-  the  plaintiff  in  error, 
The  Wyandotte  County  Gas  Company,  from  charging  domestic  con- 
sumers in  the  cities  of  Kansas  City,  Kansas  and  Rosedale,  Kansas,  for 
natural  gas  furnished,  any  sum  in  excess  of  25  cents  per  thousand 
cubic  feet.  To  such  decree  this  writ  of  error  is  directed,  and  the 
Federal  ground  relied  upon  for  reversal,  is  the  existence  of  contract 
rights  in  favor  of  the  Gas  Company,  which  it  is  insisted  were  impaired 
by  the  action  of  the  court  below. 

The  price  which  the  court  below  sustained  was  lower  than  the  rate 
charged  by  the  Gas  Company  and  was  in  effect  a  statutory  rate  since 
a  State  law  fixed  the  rate  and  forbade  the  charging  of  a  higher  rate 
without  the  consent  of  the  State  Utilities  Commission,  which  consent 
the  Gas  Company,  under  the  theory  that  its  contract  relieved  it  from 
doing  so  had  not  sought  to  obtain. 

The  court  below  rested  its  conclusion  upon  the  grounds,  first,  that 
the  company  had  no  contract  rights  fixing  rates  which  were  impaired 
b}'  enforcing  the  lower  rate  fixed  in  the  subsequent  state  law,  and 
second,  that  if  the  city  had  agreed  with  the  company  to  fix  contract 
rates,  the  action  of  the  city  was  void  since  the  city  possessed  no  author- 
ity to  make  a  contract  limiting  its  power  to  fix  reasonable  rates  for 
the  future.  As  the  question  of  power,  which  the  last  proposition  in- 
volves, lies  at  the  foundation  of  the  case,  we  come  first  to  consider  it, 
indulging,  for  the  sake  of  argument  in  the  hypothesis  that  the  city 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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contracted  with  the  company  for  fixed  rates  during  a  stated  period, 
which  contract  would  be  impaired  if  the  subsequent  legislation  here 
complained  of  was  enforced. 

At  the  outset  it  is  certain  that  the  determination  of  the  question  of  power 
involves  a  consideration  and  construction  of  the  law  of  the  State  from 
which  the  city  derived  its  authority.  While,  indeed,  that  fact  does  not 
relieve  us  from  the  duty  of  determining  for  ourselves  the  scope  and 
character  of  the  asserted  contract,  it  is  yet  elementary  doctrine  that  in 
the  discharge  of  such  duty  it  is  incumbent  upon  us  not  to  lightly 
disregard  the  construction  put  by  the  court  below  upon  the  statutes 
of  the  State,  but  to  seek  to  uphold  such  construction  as  far  as  it  can 
be  done  consistently  with  the  obligation  to  independently  determine 
whether  a  contract  exists  which  in  disregard  of  the  Constitution  has 
been  impaired  by  subsequent  legislation. 

The  alleged  contract  arises  from  the  passage  in  1904  by  the  city  of 
ordinance  6051  and  action  taken  thereunder.  The  question  of  power 
is  to  be  determined  by  a  consideration  of  a  comprehensive  state  law 
adopted  in  1903  regulating  cities  of  the  first  class,  of  which  Kansas 
City  was  one.  This  law  was  incorporated  in  the  general  statutes  of 
Kansas  for  1905,  and  in  referring  to  it  we  quote  the  section  numbers 
as  found  in  the  act  of  1905,  putting  in  brackets  the  section  numbers  of 
the  law  of  1903  as  originally  adopted.  Under  the  heading  of  ''Gen- 
eral Provisions"  in  the  fourth  paragraph  of  section  734  (2)  cities  of 
the  first  class  were  empowered  "To  make  all  contracts  and  do  all 
other  acts  in  relation  to  the  property  and  concerns  of  the  city  neces- 
sary to  the  exercise  of  its  corporate  or  administrative  powers. ' ' 

Under  the  heading  of  "Legislative  Department,  Powers  of  the  Mayor 
and  Council"  it  was  provided  in  section  784  (51)  : 

"Rates  for  Water,  Light,  etc.  Sec  51.  To  prescribe  and  fix  maxi- 
mum rates  and  charges  and  regulate  the  collection  of  the  same,  for  all 
water,  electric  light,  heat,  power,  gas,  telephone  service  or  any  other 
commodity  or  service  furnished  to  such  city  or  to  any  of  the  inhabi- 
tants thereof  by  any  person  or  corporation  now  authorized  by  such 
city  by  virtue  of  a  franchise  ordinance,  or  that  may  hereafter  be 
authorized  by  virtue  of  a  franchise  ordinance  to  furnish  water,  electric 
light,  heat,  power,  gas  or  telephone  service,  or  any  other  commodity  or 
service,  to  such  city  or  to  its  inhabitants.  The  rates  and  charges  so 
prescribed  shall  at  all  times  be  reasonable  and  just ;  and  if  any  city 
shall  fix  unreasonable  and  unjust  rates  and  charges,  the  same  may, 
at  the  instance  of  any  producer  or  consumer,  be  reviewed  and  deter- 
mined by  the  district  court  of  the  county  in  which  such  city  is 
situated." 

Under  the  heading  of  "Public  Utilities,"  section  902  (167),  authority 
was  given  for  the  securing  of  an  adequate  supply  of  water  and  the 
granting  of  franchises  to  that  end,  as  well  as  of  contracting  for 
laying  pipes,  etc.,  etc.  The  section  contained  the  following  provision 
as  to  rates : 


Rate     Research  245 


"Provided  further,  that  .  .  .  the  mayor  and  council  of  any 
such  city  shall  at  all  times  during  the  existence  of  any  such  grant, 
contract  or  privilege  have  the  right  by  ordinance  to  fix  a  reasonable 
schedule  of  maximum  rates  to  be  charged  for  water  for  public  and 
private  purposes  by  any  such  person,  company  or  corporation.  Pro- 
vided, however,  That,  said  mayor  and  council  shall  at  no  time  fix  a  rate 
which  will  prohibit  such  person,  company  or  corporation  from  earn- 
ing at  least  eight  per  cent,  on  its  capital  invested  over  and  above  its 
operating  expenses  and  expenses  for  maintenance  and  taxes.  In 
establishing  and  fixing  such  rates,  the  value  of  the  plant  and  property 
of  any  such  person,  company  or  corporation  shall  be  taken  into  consid- 
eration, but  the  value  of  such  franchise,  contract  and  privilege  given 
and  granted  by  the  city  to  such  person,  company  or  corporation 
shall  not  be  taken  into  consideration  in  ascertaining  the  reasonable- 
ness of  the  rates  to  be  charged  to  the  inhabitants  of  such  city. ' ' 

Moreover,  the  section,  after  directing  that  a  contract  shall  be  reduced 
to  writing,  contained  the  following : 

"and  any  attempt  to  evade,  directly  or  indirectly,  the  requirements 
of  this  act  as  to  such  consideration,  or  the  obligations  and  conditions 
of  such  contract,  shall  render  such  contract  and  franchise  absolutely 
null  and  void  and  inoperative." 

By  section  904  (169)  the  same  general  power  was  given  to  make  con- 
tracts and  grant  franchises,  etc.,  concerning  heat,  light,  power  and 
street  railway  franchises,  as  was  conferred,  as  above  stated,  for  the 
purpose  of  obtaining  a  water  supply;  but  as  to  the  authority  to  fix 
rates  by  contract,  the  power  was  limited  by  a  restriction  in  substance 
the  same  as  that  which  was  imposed  upon  the  right  to  contract  for 
rates  for  the  purposes  of  a  water  supply,  since  by  section  905  (176) 
the  right  of  the  city  in  that  respect  was  expressly  reserved  to 

"at  all  times  during  the  existence  of  any  such  grant,  contract  or 
privilege     .      .  to  fix  a  reasonable  schedule  of  maximum  rates 

to  be  charged  for  public  and  private  purposes,  including  street  light- 
ing by  any  such  person,  company  or  corporation,  to  the  inhabitants  of 
any  such  city,  for  gas  light,  electric  light,  electric  power,  or  heat,  and 
the  rates  of  fare  on  any  street  railway." 

Section  906  (170a),  contained  regulations  as  to  the  period  of  the 
contract  which  might  be  made  and  other  general  regulations,  and 
closed  with  the  provision  which  is  inserted  in  the  margin.* 

*Xothing  in  this  act  shall  be  construed  as  prohibiting  any  city  governed  and 
controlled  by  the  provisions  of  this  act  from  granting,  and  the  mayor  and 
council  of  any  such  city  as  hereby  authorized  to  grant,  to  any  person,  company 
or  corporation,  a  franchise  to  construct,  maintain  and  operate  a  natural  gas 
plant  for  the  purpose  of  furnishing  to  said  city  and  its  inhabitants  natural  gas 
for  lights,  fuel  and  all  other  purposes,  with  authority  to  lay  and  maintain  all 
necessary  mains  and  pipes  in  the  streets,  avenues,  alleys  and  public  grounds  of 
said  city  on  such  terms  and  conditions  as  may  be  agreed  to  by  said  mayor  and 
council  and  such  person,  company,  or  corporation:  Provided,  That  such  franchise 
shall  not  continue  for  a  longer  period  than  twenty  years. 
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Considering  these  statutory  provisions  the  court  below  (86  Kansas 
165)  decided  that  they  did  not  authorize  the  city  to  divest  itself  by 
contract  of  its  duty  to  see  that  nothing  but  reasonable  rates  were 
enforced,  however  much  the  statute  might  have  as  to  other  subjects 
conferred  upon  the  city  an  authority  to  contract  in  the  complete  sense. 
Looking  comprehensively  at  the  provisions  in  question,  in  the  light  of 
the  duty  resting  on  us  to  which  at  the  outset  we  referred,  not  lightly 
to  disregard  the  construction  which  the  state  court  of  last  resort  has 
given  to  the  statutes  of  the  State,  we  can  see  no  ground  for  holding 
that  the  court  erred  in  its  conclusion.  Conceding  that  there  are  forms 
of  expression  used  in  the  statute  which  taken  isolatedly  might  be 
considered  as  having  conferred  the  power  to  fix  a  contract  rate,  such 
concession  is  not  decisive,  since  we  must  consider  the  statute  as  a 
whole.  And  when  we  do  so,  we  think,  to  divorce  the  expressions 
referred  to,  from  the  context  would  be,  not  to  interpret  and  apply, 
but  to  distort  the  statute.  Especially  is  this  conclusion  necessary  when 
the  broad  scope  of  the  provisos  which  we  have  quoted  is  taken  into 
view,  since  they  in  effect  forbid  the  making  of  contract  rates  as  to 
both  water  and  gas  by  commanding  that  the  governmental  power  to 
see  to  it  that  only  reasonable  rates  are  exacted  shall  be  perpetually 
preserved  and  exerted.  In  face  of  such  a  plain  manifestation  of  the 
legislative  will,  it  would  be  a  departure  from  the  obvious  intent  and 
purpose  of  the  lawmaker  to  hold  that  the  statute  conferred  the  power 
to  do  that  which  the  text  makes  it  apparent  there  was  a  dominant  and 
fixed  purpose  of  the  legislature  to  forbid.  This  conclusive  view  also 
applies  to  the  special  provision  concerning  natural  gas.  We  say  this 
because,  as  obviously  the  prior  sections  of  the  statute  embraced  only 
manufactured  gas,  the  provision  as  to  natural  gas  was  rendered  neces- 
sary in  order  to  give  the  same  power  to  deal  with  that  subject,  as  was 
conferred  concerning  manufactured  gas.  In  other  words,  on  its  face, 
the  purpose  of  the  provision  was  to  bring  natural  gas  within  the 
statute,  subject  to  the  regulations  and  limitations  which  the  statute 
imposed  and  it  could  not  therefore  have  been  intended  to  cause  deal- 
ings concerning  natural  gas  to  be  for  the  purposes  of  power  conferred 
within  the  statute  and  at  the  same  time  to  exclude  the  conferred 
authority  from  the  safeguards  and  regulations  which  the  statute  ex- 
acted. The  bringing  of  natural  gas  within  the  power  therefore  caused 
it  to  be  subject  to  the  limitations  which  the  statute  imposed  and  which 
as  we  have  seen  rendered  it  impossible  to  contract  away  the  govern- 
mental power  to  forbid  unreasonable  and  secure  reasonable  rates. 

WASHINGTON 

224 — Regulation. 

State  ex  rel.  City  of  Seattle  v.  Public  Service  Com  m  ission  et  al. 
Suit  to  Set  Aside  a  Decision  of  the  Commission  Permitting  the  Seattle 
Lighting  Company  to  Increase  its  Minimum  Charge.  Decision  of  the 
Supreme  Court  op  Washington  Upholding  the  Commission's  Deci- 
sion.    December  2,  1913.     136  Pacific,  850. 
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The  Seattle  Lighting  Company  filed  with  the  Commission  a  supple- 
mental tariff  sheet,  whereby  it  proposed  to  increase  its  minimum 
charge  from  35  cents  (a  rate  fixed  before  the  Commission  came  into 
power)  to  50  cents.  The  city  of  Seattle  made  complaint  to  the  Com- 
mission, who  thereupon  held  hearings.  Having  concluded  that  con- 
vincing evidence  had  not  been  given  on  either  side,  the  Commission 
delegated  its  own  engineer,  Mr.  H.  L.  Gray,  to  make  an  independent 
investigation.  Upon  his  reporting  that  a  reasonable  minimum  charge 
could  not  he  less  than  42.9  cents  per  month,  the  Commission  dismissed 
the  complaint,  and  the  50-cent  minimum  consequently  went  into 
effect.  The  case  was  brought  before  the  Superior  Court  for  King 
County,  which  remanded  the  case  to  the  Commission  for  further  in- 
quiry. Upon  this  appeal  to  the  Supreme  Court,  the  decision  of  the 
Superior  Court  is  reversed,  and  the  Commission's  order  upheld.  The 
Superior  Court  held  that  the  Commission  is  by  law  required  to  affirm- 
atively determine  what  reasonahle  rate  the  lighting  company  is  en- 
titled to  charge;  and  that,  since  the  evidence  before  it  was  not  suffi- 
cient to  enable  it  to  do  this,  the  Commission  should  have  proceeded 
to  carry  on  the  investigation  on  its  own  motion. 

The  questions  involved  are  (1)  whether  the  burden  of  proof  in  hear- 
ings before  the  Commission  is  upon  the  lighting  company,  or  upon 
the  person  making  the  complaint;  and  (2)  whether  the  Superior 
Court  has  the  authority  to  compel  the  Public  Service  Commission  to 
institute  or  carry  on  an  inquiry  upon  its  own  motion. 

The  following  paragraphs  cover  the  important  points  in  the  decision : 

Some  contention  is  made  by  counsel  for  appellants  that,  regard- 
less of  where  the  burden  of  proof  lay  in  this  controversy,  the 
weight  of  the  evidence  establishes  the  reasonableness  of  the  new 
rate  proposed  by  the  lighting  company.  A  reading  of  the  entire 
record  furnishes  plausible  ground  for  this  argument,  in  view  of 
the  recognized  fact  that  such  reasonableness  cannot  be  measured 
with  any  great  degree  of  exactness.  The  rule  of  such  reasonable- 
ness is  well  stated  by  Commissioner  Lane  in  Advances  in  Kates  In- 
vestigation-Western Case,  20  Interst.  Com.  Com'n  Rep.  307.  315. 
as  follows:  "The  reasonableness  of  a  rate  is  to  be  determined  by 
no  mere  mathematical  calculation,  though  figures  of  cost  and  reve- 
nue must  play  a  not  inconsiderable  part  in  arriving  at  a  final  judg- 
ment. Wise  men  may  differ  as  to  what  a  "'just  and  reasonable 
rate"  is  under  given  conditions.  The  courts  recognize  that  there 
is  abundant  play  for  what  the  present  Chief  Justice  so  admirably 
described  as  'the  flexible  limit  of  judgment  which  belongs  to  the 
power  to  make  rates'  (Atlantic  Coast  Line  v.  N.  Car.  Corp.  Com'n 
206  U.  S.  26.     (27  Sup.  Ct.  585.  51  L.  Ed.  933,  11  Ann.  ( 'as.  398 )." 

225.1— Filing    of    Schedules. 

The  right  of  the  lighting  company  to  fix  and  change  its  rates  is 
clearly  recognized  by  the  Public  Service  Commission  Law.  subject 
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only  to  the  limitations  therein  prescribed,  as  found  in  Laws  1911, 
at  pages  558,  559,  as  follows  [quotes  sect.  26-28]  : 
It  seems  plain  to  us,  from  the  reading  of  these  provisions,  that  a 
proposed  change  in  rates  properly  noticed  and  filed  as  provided  in 
section  28  by  a  public  service  corporation,  such  as  this  lighting 
company,  will  automatically  go  into  effect  upon  the  expiration  of 
the  30  days  therein  specified,  unless  suspended  or  adjudged  unrea- 
sonable by  the  Public  Service  Commission,  in  the  exercise  of  its 
authority,  as  provided  by  the  following  provisions  of  the  Public 
Service  Commission  Laws  of  1911,  pp.  571,  592,  593,  594  [quotes 
sect.  54,  and  80-82]  : 

241 —Investigations . 

These  provisions  [sections  referred  to  above],  we  think,  lead  to  the 
conclusion  that  the  question  of  the  Commission  entering  upon  an 
inquiry  upon  its  own  motion,  or  of  the  Commission  of  its  own 
motion  pursuing  an  inquiry  beyond  the  evidence  brought  before  it 
by  the  complaining  and  defending  parties,  where  the  inquiry  is 
instituted  at  the  instance  of  such  complaining  party,  is  one  of 
discretion  in  the  Commission,  quite  beyond  the  control  of  the 
courts.  .  .  .  It  seems  to  us  to  require  but  little  argument  to  show 
that,  while  the  Public  Service  Commission  Law  authorizes  the  Com- 
mission to  institute  and  pursue  an  inquiry  upon  its  own  motion 
touching  the  reasonableness  of  rates  of  a  public  service  corporation, 
the  Commission  is  the  sole  judge  of  when  it  will  so  institute  and  to 
what  extent  it  will  so  pursue  an  inquiry.  We  are  of  the  opinion 
that  the  Commission  did  not  err  in  proceeding  upon  the  theory,  if 
it  did  so  proceed  as  counsel  contend,  that  the  burden  of  proof  was 
not  upon  the  lighting  company  to  show  reasonableness  of  its  pro- 
posed new  rate,  though  we  think  this  question  is  not  of  very  serious 
practical  moment  here. 

We  are  of  the  opinion  that  the  Commission  was  not  by  law  re- 
quired to  pursue  the  inquiry  beyond  the  evidence  produced  before 
it  by  the  contesting  parties,  to-wit,  the  city  and  the  lighting  com- 
pany, to  any  greater  extent  than  in  its  own  judgment  would  be 
necessary  or  proper;  that  the  courts  cannot  control  the  Commis- 
sion's discretion  exercised  in  deciding  such  a  question;  that  the 
finding,  negative  in  form,  resulted  in  such  new  rate  becoming  auto- 
matically effective ;  and  that  the  proposed  new  rate,  noticed  and 
filed  by  the  lighting  company,  could  not  be  impaired  or  rendered 
ineffectual  except  by  temporary  suspension  thereof,  pending  a 
hearing  as  to  its  reasonableness,  or  by  a  final  decision  of  the  Com- 
mission determining  the  same  to  be  unreasonable. 

COMMISSION  DECISIONS 

WISCONSIN 

3 — Investment  and  Return. 

City   of    Waukesha   v.    Waukesha    Gas   and   Electric    Company, 
Alleging  that  the  Rates  for  Electric  and  Gas  Service  in  Waukesha, 
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Wisconsin  (Pop.  8,740)  are  Excessive.  Decision  of  the  Wisconsin 
Railroad  Commission  Fixing  Rates.    Decided  November  18,  1913. 

The  property  under  investigation  is  a  joint  utility  consisting  of  gas, 
electric  and  heating  utilities.  The  holding  company,  the  American 
Gas  Company,  is  interested  primarily  in  gas  holdings  and  in  a  discus- 
sion of  going  value  it  is  pointed  out  that  the  gas  utility  has  one  of 
the  best  developed  businesses  in  the  state,  while  the  electric  has,  all 
things  considered,  one  of  the  poorest.  In  the  electric  department  the 
losses  have  been  almost  continuous,  and  it  appears  that  the  company 
has  done  little  to  further  the  sale  of  electricity. 

315.1— Going  Value. 

These  facts  must  be  given  consideration  in  attempting  to  establish 
a  fair  amount  to  be  allowed  for  building  up  the  business.  Ob- 
viously it  would  be  an  injustice  to  force  the  consumer  to  bear  the 
costs  resulting  from  what  might  be  termed  the  neglect  of  the  man- 
agement to  properly  stimulate  the  sale  of  the  utility's  product. 

A  large  power  business  has  been  built  up  due  to  the  low  rates  offered 
this  service. 

612 — Power. 

Several  reasons  are  usually  assigned  for  the  giving  of  lower  rates 
to  power  service  than  to  lighting  service.  Among  these  reasons 
have  been  the  low  demand  of  power  service  at  the  time  of  the  maxi- 
mum load  upon  the  station,  and  the  desirability  of  building  up  the 
day  load.  In  the  case  of  large  installations,  however,  the  reason  has 
been  largely  a  competitive  one.  The  central  station  is  forced  to 
meet  the  costs  of  the  isolated  plant  of  generating  current  if  it  is  to 
get  the  business.  But  the  costs  of  the  central  station  must  be  con- 
siderably lower  on  the  unit  basis  than  the  isolated  plant,  for  the 
latter  can  in  many  cases  use  the  exhaust  steam  for  heating  pur- 
poses. This  forces  the  central  station,  in  order  to  get  the  business, 
to  supply  energy  at  a  rate  per  kilowatt-hour  figured  on  the  basis  of 
the  actual  cost  to  the  isolated  plant  of  generating  a  unit  of  elec- 
tricity minus  the  saving  effected  by  using  the  exhaust  steam  for 
heating  purposes. 

615.2 — Development  Rates. 

We  must  point  out  that  the  rate  schedule  which  is  made  a  part 
of  the  order  in  this  case  does  not  provide  sufficient  revenue  to  pay 
a  fair  return  on  the  investment.  From  our  discussion  of  going 
value  it  will  be  seen  that  this  is  still  the  developmental  stage  of  the 
electric  industry  in  Waukesha  and  our  rates  are  really  develop- 
mental rates.     .     .     . 

We  are  uncertain  as  to  the  probable  increases  in  revenue  due  to  in- 
creased sales  which  we  anticipate  will  result  from  the  reduction  of 
the  electric  lighting  rate.     In  similar  rate  readjustments  in  other 
cities  the  revenues  from  increased  sales  have  been  considerable. 
The  order  in  this  case  is  tentative  and  if  experience  shows  that  cer- 


250  4         Rate     Research 


tain  modifications  will  be  necessary,  the  necessary  adjustments  will 
be  made  when  conditions  warrant. 

72 — Rate  Schedules. 

GENERAL  LIGHTING  RATE. 
Rate. 

13  cents  gross  or  12  cents  net  per  kilowatt-hour  for  the  first  30  hours'  use  per 

month  of  active  connected  load. 
10  cents  gross  or  9  cents  net  per  kilowatt-hour  for  the  next  60  hours'  use  per 

month  of  active  connected  load. 
7  cents  gross  or  6  cents  net  per  kilowatt-hour  for  all  excess  use  per  month 

of  active  connected  load. 

Determination  of  Active  Load. 

The  determination  of  active  load  is  made  according  to  the  plan  laid  down  by 
this  Commission  in  previous  decisions.     (See  3  Rate  Research  245.) 

Prompt  Payment  Discount. 

The  difference  between  the  gross  rate  and  the  net  rate  or  1  cent  per  kilowatt- 
hour  shall  constitute  a  discount  for  prompt  payment  when  payment  is  made 
before  the  tenth  of  the  month  following  that  for  which  bill  is  rendered. 

Minimum  Charge. 

75  cents  per  month  per  meter. 

Lamp  Renewals. 

The  Company's  present  rule  is  approved.  The  provision  reads  as  follows: 
The  first  installation  of  carbon  lamps  is  not  furnished  free  of  charge.  Carbon 
lamps  are  renewed  free  when  returned  blackened  but  unbroken.  16  c.  p.  lamps 
are  sold  at  25  cents.  Tungsten  and  Tantalum  lamps  are  sold  at  about  20% 
above  cost,  and  a  discount  of  10  cents  is  allowed  on  burned  out  Tungsten 
lamps. 

Terms  and  Conditions. 

This   rate   applies   to   all    lighting   service   furnished   residences   and   business 

places,  including  such  incidental  use  of  appliances  for  heating  or  power  used 

on  lighting  service  and  passing  through  the  same  meter. 

In  cases  where  the  company  is  unable  to  read  meter  after  a  reasonable  effort, 

this  fact  should  be  indicated  on  the  monthly  bill,  minimum  charge  assessed, 

and  differences  adjusted  at  the  time  of  the  next  meter  reading. 

For  the  reconnection  of  meters  for  the  same  consumer  upon  the  same  premises 

a  charge  of  $1.00  is  deemed  reasonable. 

POWER  RATES. 
Rate. 

Demand  Charge. 

75  cents  per  active  horse  power. 

Energy  Charge. 

3%  cents  gross  or  2l/2  cents  net  per  kilowatt-hour  for  the  first  3000  kilowatt- 
hours  used  per  month. 

2.6  cents  gross  or  1.6  cents  net  for  all  excess  used  per  month. 

Determination  of  Active  Load. 

90%  of  the  connected  load  shall  be  deemed  active  on  installations  of  less  than 
10  horse  power. 
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70$  of  the  connected  load  shall  be  deemed  active  on  installations  of  10  horse 
power  to  19  horse  power. 

60%  of  the  connected  load  shall  be  deemed  active  on  installations  of  20  horse 
power  to  49  horse  power. 

55%  of  the  connected  load  shall  be  deemed  active  on  installations  of  50  horse 
power  to  100  horse  power. 

50%  of  the  connected  load  shall  be  deemed  active  on  installations  of  100  horse 
power  to  400  horse  power. 

40%  of  the  connected  load  shall  be  deemed  active  on  installations  of  over  400 
horse  power. 

Prompt  Payment  Discount. 

The  difference  between  the  gross  and  the  net  rate  shall  constitute  a  discount 
for  prompt  payment. 

Minimum  Charge. 

.Same  as  for  General  Lighting. 

Terms  and  Conditions. 

Reconnection  charge,  same  as  for  General  Lighting. 


STREET  LIGHTING. 
Rate. 

$74.00  per  lamp  per  year  for  6.6  ampere.  70  volt,  A.  C.  series  enclosed  arcs 
burning  about  4000  hours  per  annum  on  an  all-night  every  night 
schedule. 

The  rates  for  such  incandescent  lights  as  are  now  in  use  are  to  remain  unchanged. 
These  rates  are: 

$12.00  per  lamp  per  year  for  10  c.  p..  110  volt,  A.  C.  multiple  carbon  lamps, 
same  burning  schedule. 
16.50  per  lamp  per  year  for  25  c.  p..  110  volt,  A.  C.  multiple  carbon  lamps, 

same  burning  schedule. 
18.00  per  lamp  per  year  for  32  c.  p.,  110  volt,  A.  C.  multiple  carbon  lamps, 
same  burning  schedule. 

The  following  gas  rates  were  ordered : 

$1.20  per  1,000  cubic  feet  for  the  first  10,000  cubic  feet  per  month. 
1.00     "       "  "        "       "      "  next   15,000      "         "       " 

q/->        u  it  a  a  u         a  a        25  000         "  "  "  " 

]g0       «  «  u  «  «         u  u       50'000         " 

.70     "       "         "        "       "  all  excess  use  per  month. 

REFERENCES 
RATES 

623— Load  Factor. 

Church  Heating  as  an  Off-Peak  Load,  Editorial,  Electrical  Review, 

January  10,  1914,  p.  67. 

This  recommends  church  heating  as  a  desirable  central  station  load,  since  the 
principal  use  of  churches  is  made  on  Sunday,  a  day  when  power  and  commercial 
heating  requirements  are  at  a  minimum;  and  since,  where  evening  meetings  are 
held,  the  demand  for  heating  would  probably  not  begin  until  after  the  day  power 
load  had  been  cut  off,  so  that  these  two  loads  would  not  be  likely  to  coincide. 
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224 — Rate  Regulation. 

Present  Status  of  the  Electric  Rate  Situation  in  New  York 
City.  The  Isolated  Plant,  2  pages,  January,  1914,  p.  15. 
This  discusses  the  situation  in  New  York  City  as  developed  in  the  cases  of 
Stadtlander  and  Ewold  against  New  York  Edison  Company  and  Saks  v.  New 
York  Edison  Company  before  the  Public  Service  Commission  of  the  First  Dis- 
trict. It  gives  an  account  of  the  suits  brought  in  the  name  of  retail  consumers 
by  the  National  Association  of  Steam  Operating  Engineers  (Stadtlander  v.  New 
York  Edison)  and  by  the  Isolated  Plant  Publishing  Company,  attacking  the 
present  system  of  rates  and  alleging  discrimination  against  the  small  consumers. 

4— Rate  Theory. 

Rates,  Southwestern  Electrician,  \\  pages,  January,  1914,  p.  19. 

This  is  the  second  of  this  series  of  articles  on  rates,  referred  to  in  4  Rate  Research 
173.  There  is  a  review  of  the  reasons  why  rates  in  different  communities  differ 
even  where  the  principles  of  rate-making  applied  are  identical. 

INVESTMENT  AND  RETURN 

352 — Expense. 

Increased  Cost  of  Electric  Railway  Operation,  by  Chauncey 
Eldridge.  Electric  'Railway  Journal,  January  3,  1914,  p.  7. 
This  states  that  the  most  serious  problem  confronting  the  electric  railway  at 
present  is  the  increasing  cost  of  operation,  including  fixed  charges  and  taxes. 
Interurban  and  city  roads  both  feel  the  pressure  of  rising  expenses,  and  the  situ- 
ation is  rendered  doubly  difficult  by  the  demands  of  the  investing  public  for 
higher  returns  upon  capital — returns  which  would  have  been  considered  out  of 
the  question  a  few  years  ago.  The  most  apparent  source  of  relief  from  the 
adverse  conditions  now  bearing  doAvn  upon  electric  railways  is  through  the  educa- 
tion of  various  state  commissions  to  the  point  of  appreciating  the  burdens  im- 
posed upon  the  companies,  not  only  by  popular  demands  for  lower  fares,  but  by 
the  growing  costs  of  labor,  of  material  and  of  capital  and  by  the  urgent  pressure 
upon  railway  managements  for  larger,  faster  and  more  luxurious  cars  and  im- 
proved service  in  every  way.  There  is  a  tendency  on  the  part  of  these  tribunals 
toward  according  to  the  transportation  companies  a  fairer  hearing  than  has 
sometimes  been  the  case  in  the  past. 

315 — Intangibles. 

Intangible  Values  in  Settlement  Cases.  Editorial,  Electric  Bail- 
way  Journal,  January  3,  1914,  p.  5. 

This  comments  on  the  fact  that  the  propriety  of  assigning  any  value  to  the 
so-called  intangible  assets  of  a  street  railway  at  the  time  of  sale  or  valuation  is 
often  assailed.  There  is  full  explanation  of  intangible  values.  Reasons  are 
given  to  show  why,  when  a  company,  in  the  belief  that  it  has  a  certain  number 
of  years  of  life  remaining,  has  succeeded  in  laying  the  foundation  for  future 
profits,  it  is  perfectly  justified  in  asking  that  a  municipality  desiring  to  purchase 
the  property  make  up  for  these  profits  at  their  present  value. 

33 — Capitalization. 

A  Period  op  Conservative  Optimism,  by  Theodore  N.  Vail.  Elec- 
trical Review,  1  page,  January  3,  1914,  p.  19. 

This  quotes  statements  on  financial  conditions  made  by  Theodore  N.  Vail  in  the 
Atlantic  Monthly  of  March,  1913,  and  the  Boston  News  Bureau  of  May  20,  191  IS. 
With  regard  to  regulation  it  is  said  that  unless  the  public  is  reasonable  in  the 
use  of  its  new-found  power,  and  exercises  it  justly  and  equitably,  but  rigidly 
and  consistently,  all  remaining  confidence   will  be  destroyed   and   prosperity   will 
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cease.  As  to  the  financial  outlook,  the  statement  is  made  that  the  fundamen- 
tals are  sound.  Most  of  our  troubles  are  superficial  and  are  therefore  susceptible 
of  rapid  and  decisive  improvement.  From  the  security-market  standpoint  it  is 
entirely  possible  that  the  tendency  toward  depression  may  persist  for  some 
months  more,  but  with  underlying  conditions  as  favorable  as  they  are  today, 
the  recovery  to  a  more  normal  and  happier  frame  of  mind  is  merely  a  matter 
of  time  and  patience. 

33 — Capitalisation. 

The  Outlook  from  the  Banking  and  Financial  Point  of  View, 
by  George  M.  Reynolds.    Electrical  Review,  January  3,  1914,  p.  18. 

This  states  that  while,  due  to  various  causes,  lack  of  liquid  capital  is  the  domi- 
nating feature  the  world  over  at  present,  there  are  no  conditions  which  would 
lead  to  panic.  Eelief  for  the  railroads  is  said  to  be  necessary.  A  continuation 
of  starvation  and  legislative  harassment  will  end  in  a  calamity.  When  these 
companies  are  again  in  a  position  to  enter  the  markets  for  materials  and  labor 
with  aggressiveness,  there  will  be  noticeable  improvement  in  all  lines.  It  is  said 
that  the  announcement  of  a  determination  to  apply  the  principles  of  negotiation 
to  differences  between  the  legal  department  of  the  government  and  the  corpora- 
tions has  been  anxiously  awaited  for  a  long  time,  and  that  the  promised  respite 
from  what  seemed  to  be  a  ceaseless  airing  of  disputes  in  the  courts  will  certainly 
afford  opportunity  for  the  business  men  of  the  nation  to  meet  the  changed  con- 
ditions arising  from  tariff  and  currency  legislation.  With  readjustment  under 
way  the  situation  is  simply  one  that  calls  for  fairness,  patience,  conservatism 
and  courage.  The  practice  of  these  virtues  by  government  officials  and  private 
citizens  will  do  far  more  to  promote  the  future  supremacy  and  stability  of  our 
country  than  is  generally  realized. 

PUBLIC  SERVICE  REGULATION 

2 — Public  Service  Regulation. 

The  Railway  Business  Situation.  Editorial,  Electric  Railway 
Journal,  January  3,  1911,  p.  3. 

This  compares  conditions  in  the  electric  railway  industry  during  the  year  1913 
witli  conditions  in  preceding  years.  It  is  said  that  the  prominent  questions  are 
those  of  public  relations,  capital  values,  rates,  regulation  and  high  operating  ex- 
penses. Mention  is  made  of  the  situation  in  various  cities,  such  as  Cleveland, 
Toledo.  Kansas  City,  Des  Moines  and  San  Francisco.  It  is  said  that  in  these 
cities  there  is  a  curious  mixture  of  the  old  theory  of  operation  under  a  limited 
municipal  franchise  with  the  modern  theory  of  stringent  regulation,  except  that 
one  of  the  best  features  of  the  modern  theory  is  lost  to  sight,  namely,  the  elimi- 
nation of  the  limited  franchise  and  the  substitution  of  a  franchise  that  is  inde- 
terminate or  perpetual  if  proper  service  is  rendered.  There  are  the  cities  fighting 
on  the  one  hand  for  rigorous  terms  in  municipal  franchises,  while  on  the  other 
hand  the  modern  policy  of  flexible  regulation  by  state  commission  gains  in 
strength.  State  regulation  is  greatly  to  be  preferred  to  municipal  regulation, 
and  it  is  only  a  question  of  time  until  all  states  will  assume  full  control.  If 
time  brings  that  about,  one  of  the  best  of  the  results  will  be  the  elimination  of 
the  continuous  and  paralyzing  controversies  between  city  and  company.  The 
city  electric  railway  is  so  easily  the  prey  of  politicians  under  the  old-time  con- 
ditions that  effective  state  regulation  would  be  a  relief. 

2 — Public  Service  Regulation. 

Is  Regulation  by  Commission  a  Permanent  Part  of  Our  Economic 
Scheme?  by  J.  D.  Mortimer.  Electric  Railway  Journal,  iy2  pages, 
January  3,  1911,  p.  21. 

This  gives  a  review  of  the  causes  leading  to  the  enactment  of  laws  providing 
for  the  regulation  of  public  utilities  and  an   examination   of   the  popular  forces 
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which  are  working  for  and  against  the  continuation  of  these  laws.  There  is  a 
consideration  of  changes  which  may  come  from  possible  future  business  manage- 
ment of  cities,  curtailment  of  state  expenditures,  etc.  The  statement  is  made 
that  the  economic  principles  underlying  the  theory  of  vesting  in  the  state  the 
right  to  regulate  public  utilities  have  not  been  completely  developed  or  ade- 
quately recognized.  With  the  more  complete  recognition  of  these  principles  there 
will  be  changes  in  the  theory  of  law,  and  there  will  naturally  follow  changes  in 
the  law  itself.  That  there  will  be  different  schools  of  economics,  with  different 
resulting  theories  and  consequently  variations  in  the  principles  of  law.  seems 
certain,  but  in  the  long  run  and  to  the  extent  that  regulation  becomes  a  part  of 
our  permanent  economic  scheme,  there  will  be  a  stronger  association  of  legal 
responsibility  and  authority  that  is  or  may  be  administrative  in  its  nature. 
The  lack  of  responsibility  and  absence  of  any  real  sobering  influence  on  the 
individual  members  of  regulating  commissions  are  serious  defects  in  the  economic 
structure  of  regulation.  While  time  works  changes  and  mistakes  eventually 
produce  competent  commissioners,  the  general  knowledge  of  these  facts  does  not 
seem  to  prevent  each  new  commissioner  from  undertaking  his  office  in  the  firm 
conviction  that  he  has  been  specially  chosen  to  right  in  one  year  all  the  imagined 
wrongs  of  eons  gone  by.  The  conclusion  finally  reached  is  that  while  regulation 
may  form  a  part  of  our  permanent  economic  scheme,  it  will  be  subject  to  cyclic 
changes,  either  in  law  or  practice,  arising  from  requirements  for  political  issues 
and  from  forces  which  cannot  be  controlled,  but  must  be  permitted  to  expend 
their  energy  or  otherwise  prove  self -corrective. 

268— Public  Service  Laws. 

Amendments  of  1913  to  the  Utility  Law  of  Ohio,  0.  E.  L.  A.  Monthly, 

5  pages,  January,  1914,  p.  51. 

This  reviews  the  amendments  of  the  Ohio  Public  Utility  law,  made  at  the  last 
session  of  the  legislature,  by  which  the  name  of  the  Commission  is  changed,  and 
directions  as  to  the  manner  and  method  of  making  valuations  are  given  in  detail. 
Each  section  is  abstracted.  The  statement  is  made  that  taken  as  a  whole  the 
new  amendments  can  be  considered  as  a  step  in  advance  in  utility  control.  If  the 
certificate  of  reasonable  necessity  for  the  establishment  of  a  public  utility  had 
been  enacted  into  the  law  and  municipally  owned  utilities  brought  under  the  same 
provosions  as  the  privately  owned  utilities,  Ohio  would  have  a  law  that  would 
rank  with  Wisconsin  and  Indiana. 

MUNICIPALITIES 

83 — Municipal  Ownership. 

Municipal  Ownership  Versus  Private  Enterprise,  by  Everett  W. 
Burdett.    Electric  Railway  Journal,  1  page,  January  3,  1914,  p.  19. 

This  states  that  in  the  operation  of  public  utilities  there  are  two  extremes  to  be 
avoided.  The  first  is  the  exploitation  of  public  services  by  irresponsible  and  un- 
checked private  enterprises,  left  unrestricted  as  to  the  methods  they  employ, 
the  service  they  give  or  the  rates  they  exact.  The  other  extreme  condition  to  be 
avoided  is  that  of  municipal  ownership.  While  this  is  open  to  none  of  the  ob- 
jections attaching  to  unrestrained  and  unregulated  private  enterprise,  it  involves 
difficulties  and  disasters  all  its  own.  There  is  a  middle  course  between  the  two 
extremes  which  have  been  mentioned,  which  best  solves  the  problem  under  the 
conditions  existing  in  this  country.  It  is  the  employment  of  private  capital 
under  private  management  but  subject  to  such  restrictions  and  regulations  as 
may  be  imposed  in  the  public  interest.  This  course  preserves  the  advantages 
of  private  enterprise  and  prevents  the  abuses  which  the  unrestricted  exploitation 
or  private  business  is  almost  certain  to  create.  It  avoids  the  stagnation  and 
lack  of  initiative  which  make  the  results  of  municipal  operation  so  unsatisfactory 
and  vet  safeguards  the  interests  of  the  public  in  Hie  only  particulars  in  which 
the  public  is  legitimately  interested— namely,  in  the  quality  and  adequacy  of 
service  and    in   the   rates   exacted   for    it. 
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GENERAL 

149 — Holding  Companies. 

The  Holding   Company — Its  Advantages  and   Disadvantages,    by 

Frank  R.  Ford.    Electric  Railway  Journal,  4  pages,  January  3,  1!>14. 

p.  23. 

This  considers  the  extent  to  which  this  corporate  device  has  been  used  in  the 
electric  railway  industry  and  weighs  its  advantages  and  disadvantages  from  the 
standpoints  of  both  the  public  and  share  holders.  There  is  a  full  discussion  of 
the  history  and  character  of  holding  companies  under  the  following  heads: 
(1)  Statistics  of  Electrc  Railway  Holding  Companies;  (2)  Kinds  and  Degrees  of 
Control;  (3)  Census  Statistics;  (4)  State  of  Incorporation;  (5)  Kinds  of  Busi- 
ness Done;  (6)  Control  of  Large  City  Railway  System;  (7)  Advantages  of  the 
Holding  Company;  (8)  Disadvantages  of  the  Holding  Company;  (9)  Charges  for 
Services  of  Holding  Company;  (10)  Some  Legal  Limitations.  Tables  are  given 
to  illustrate.  The  conclusion  readied  is  that  in  general  the  holding  company  in 
some  form  is  believed  to  be  an  approved,  economic  device  for  insuring  financial 
results,  standardizing  operations  and  strengthening  financial,  operating  and  engi- 
neering methods  and  organizations,  and  while  it  is  susceptible  to  misuse,  it  has 
also,  as  stated,  definite  economic  advantages  and  has  come  to  stay. 

19 — General  History  of  Electric  Utilities. 

Street  Railways  and  Electric  Lighting  in  China,  by  Commercial 
Agent  D.  C.  Alexander,  Jr.,  Daily  Consular  anal  Trade  Reports, 
17  pages,  January  8  and  January  9,  1914,  p.  81  and  p.  97. 

The  report  states  that  Chinese  with  money  are  found  principally  in  and  about 
the  foreign  concessions,  where  trade  proceeds  without  restrictions  and  life  and 
property  are  safe.  Among  such  Chinese,  street  railways  and  electric  lighting 
are  now  flourishing,  and  their  extension  to  the  native  cities  of  the  interior  awaits 
only  the  establishment  of  a  strong  government,  improved  avenues  of  trade,  and 
the  development  of  China's  resources  in  land  and  minerals.  As  the  wage  scale 
of  China  is  very  low,  electric  service  must  be,  and  is,  supplied  at  a  small  proportion 
of  the  rates  that  prevail  in  America  and  Europe.  It  is  prophesied  that  in  the  end 
the  cheap  and  abundant  coal  of  China  converted  into  electric  power  will  be  the 
principal  factor  in  the  development  of  the  country.  There  is  a  discussion  of  the 
International  Settlement  Street  Railway,  the  French  Concession  Street  Railway, 
the  Inland  Electric  Company  lines,  all  of  Shanghai,  the  Shanghai  Municipal 
Council's  power  plant,  and  the  Tientsin  Tramway  and  Lighting  Co.  Rates  on  the 
International  Settlement  Street  Railway  range  from  3  cents  for  .83  miles  to  12  cents 
for  4.68  miles,  for  first-class  passengers;  and  from  1  cent  for  .43  mile  to  8  cents  for 
4.68  miles  for  third-class  passengers.  Motormen  are  paid  from  $5.85  to  $8.30  per 
month,  and  conductors  from  $5.85  to  $10.70  per  month. 

149 — Holding  Companies. 

The  Advantages  to  the  Public  of  Centralized  Management  op 
Public  Utilities,  by  Edwin  S.  Webster.  Electric  Railway  Journal, 
1  page,  January  3,  1914,  p.  20. 

This  outlines  the  reasons  why  a  consolidated  management  with  important  bank- 
ing and  financial  relations  throughout  the  continent  can  give  greater  benefits 
to  the  public  than  independent  plants.  The  chief  benefits  are  said  to  be  those 
which  result  from  expert  ability  in  engineering  and  management,  and  advan- 
tageous handling  of  securities.  It  is  said  that  a  consolidated  management  with 
large  financial  resources  can  afford  to  build  for  the  future  and  provide  a  larger 
and  better  service  than  a  purely  local  management.  This  is  partly  because  it  can 
obtain  the  necessary  capital  more  easily  and  partly  because,  through  its  greater 
facilities  for  analyzing  the  technical  and  business  conditions  surrounding  enter- 
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prises  of  this  kind,  it  can  determine  where  extensions  will  be  profitable  and  can 
act  promptly  upon  such  conclusions.  The  statement  is  made  that  experience  has 
shown  that  the  increased  financial  stability  resulting,  the  conservative  yet 
healthy  development  encouraged,  the  savings  in  running  expenses  frequently 
effected  and  the  economy  brought  about  in  the  application  of  capital  to  the  needs 
of  the  property,  are  worth  far  more  than  the  moderate  percentage  of  revenue 
which  represents  the  compensation  of  the  administering  organization. 

149 — Holding  Companies. 

Management  by  Large  Operators,  by  Arthur  St.  George  Joyce. 
Electric  Railway  Journal,  1  page,  January  3,  1914,  p.  22. 

This  states  that  there  are  many  reasons  why  the  management  of  public  utilities 
on  a  large  scale  brings  about  economy  in  operation  and  better  service.  Large 
operators  in  any  line  of  business  can  usually  do  everything  a  little  better  and  a 
little  cheaper  than  small  operators,  and  this  is  particularly  true  of  such  public 
utilities  as  electric  railway,  light  and  power  companies.  Attention  is  drawn 
to  the  greater  advantages  which  large  firms  have  in  financing,  purchasing,  com- 
manding the  best  service  among  managers,  legal  advisers,  etc. 

COURT   DECISION  REFERENCES. 

138 — Contracts. 

Empire  District  Electric  Company  v.  Eureka  Mining  Company. 
Decision  of  the  Supreme  Court  of  Kansas.  December  6,  1913.  136 
Pacific,  924. 

This  allows  the  electric  company  to  recover  for  electric  power  furnished  to  the 
mining  company  under  a  contract  made  by  its  first  manager,  though  the  mining 
company  denied  that  the  contract  was  authorized. 

112 — Franchises. 

City  of  Vicksburg  v.  Henson.  Decision  of  the  United  States  Su- 
preme Court.    December  1,  1913.    34  Sup.  Ct.  95. 

This  is  an  appeal  from  a  decision  enjoining  the  city  of  Vicksburg,  Mississippi, 
from  issuing  bonds  for,  or  constructing  a  waterworks  system  during  the  term  of 
an  existing  exclusive  franchise.  The  decision  holds  that  the  city  may  not  fur- 
nish water  during  the  life  of  the  franchise;  but,  since  the  city  made  no  contract 
arrangements  to  purchase  the  company's  plant,  was  free  to  make  any  arrange- 
ments it  saw  fit  after  the  expiration  of  the  franchise,  it  has  a  right  to  make 
preparation  for  future  furnishing  of  water. 

139.9— Deposits. 

Sling  et  al.  v.  Central  Union  Gas  Co.  Decision  of  the  New  York 
Supreme  Court,  Appellate  Term,  First  Department.  December 
16,  1913.    144  N.  Y.  Supp.  740. 

In  this  case  the  company  was  sued  for  trespass  for  entering  upon  the  premises 
of  Sling  &  Callahan  and  shutting  off  the  gas.  The  decision  says:  "While  such 
action  was  not  justified  because  of  nonpayment  of  bills  for  gas,  it  was  warranted 
by  plaintiffs'  refusal  to  make  a  reasonable  deposit,  as  requested  by  defendant,  to 
secure  the  amount  of  gas  'required  or  proposed  to  be  used  for  two  calendar 
months.'  Plaintiffs  made  an  original  deposit  of  $25,  and  when,  in  the  course  of 
some  six  months,  it  developed  that  their  bills  ran  from  $20  to  $30  a  month,  the 
defendant  twice  demanded  an  additional  deposit  of  $24,  which  plaintiffs  refused 
to  make.  Under  sections  63  and  65  of  the  Transportation  Corporations  Law. 
the  defendant  was  justified  in  shutting  off  the  gas.  See  also.  Ford  v.  Brooklyn 
Gas  Light  Co.,  3  Hun.  621." 
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RATES 

72— Rate  Schedules. 

The  Madison  Gas  and  Electric  Company,  Madison,  Wisconsin,  (Pop. 
25,531),  made  a  reduction  in  their  rates,  putting  in  effect  the  following 
rate  schedule  as  of  November  30,  1913: 

GENERAL  LIGHTING  RATE. 
Rate. 

11  cents  gross  or  10  cents  net  per  kilowatt-hour  for  the  first  30  hours'  use 
per  month  of  active  connected  load. 

7  cents  gross  or  6  cents  net  per  kilowatt-hour  for  the  next  60  hours'  use  per 
month  of  active  connected  load. 

3  cents  gross  or  2  cents  net  per  kilowatt-hour  for  all  excess  use  per  month  of 
active  connected  load. 

Determination  of  Active  Connected  Load. 

Active  connected  load  shall  in  each  case  he  a  fixed  percentage  of  the  total  con- 
nected load,  consisting  of  lamps,  appliances,  etc.,  installed  upon  the  consumers' 
premises. 

Prompt  Payment  Discount. 

The  difference  between  the  gross  and  net  rates  or  1  cent  per  kilowatt-hour 
shall  constitute  a  discount  for  payment  before  the  13th  day  of  the  month  fol- 
lowing the  last  day  of  meter  reading. 

Minimum  Charge. 

$1.00  net  per  month  per  meter. 

Lamp  Renewals. 

Company  shall  renew  burned-out  or  badly  dimmed  carbon  filament  lamps  of 
the  type  originally  furnished  or  installed  by  the  company  when  returned  un- 
broken to  its  office.  Charges  for  the  maintenance  and  replacement  of  other 
illuminants  shall  be  reasonable  and  in  accordance  with  the  schedule  of  charges 
filed  with  the  Railroad  Commission. 

Terms  and  Conditions. 

For  the  reconnection  of  meters  for  the  same  consumer  upon  the  premises  a 
charge  of  $2.00  is  deemed  reasonable. 

POWER  RATES. 

To  any  single  consumer  signing  the  Company's  standard  forms  of  contract  pro- 
vided for  service  for  3  years  or  more  and  located  within  the  residence  districts 
adjacent  to  the  Company's  3 -phase  A.  C.  power  lines,  the  charge  for  A.  C.  electric 
power  service  shall  be  computed  upon  the  following  basis: 


Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Rate. 

Demand  Charge. 

$28.00  per  rear  for  each  kilowatt  of  demand  of  the  first  10  kilowatts. 
1S.00    "       "       "       "  "  "  "         "      "    next  90 

9.00    "       "       "       '•  "  "  "       in  excess  of  100 

Energy  Charge. 

2*4   cents  gross  or  2  cents  net  per  kilowatt-hour  for  the  first  500  kilowatt- 
hours  consumed  during  the  month. 

\x/-2  cents  gross  or  1  cent  net  per  kilowatt-hour  for  the  next  1000  kilowatt- 
hours  consumed  during  the  month. 

1  cent  gross  or  %  cent  net  per  kilowatt-hour  for  all  energy  consumed  during 
any  month  in  excess  of  1500  kilowatt-hours. 

54—  MINIMUM   CHARGE 

The  Montana  Power  Company,  Billings,  Montana,  serving  various 
localities  in  Montana,  have  reduced  the  minimum  charge  from  $2.00 
to  $1.10  per  month  per  meter. 

COMMISSION  DECISIONS 
WISCONSIN 

129 — Refusal  of  Service. 

Investigation  on  Motion  of  the  Wisconsin  Railroad  Commission 
of  the  Refusal  of  Service  to  a  Subscriber  of  the  Farmers'  Union 
Telephone  Company.  Decision  Ordering  the  Service  Restored 
Under   Certain   Conditions.     December  9,    1913. 

The  subscriber  refused  to  pay  the  regular  bill  for  telephone  service 
claiming  a  reduction  from  this  bill  for  labor  and  equipment  furnished 
by  him  when  his  telephone  was  installed.  The  company  alleges  that 
the  established  practice  is  to  require  persons  desiring  service  to 
provide  the  necessary  poles. 

The  complainant  insisted  that  the  company  had  agreed  to  provide 
the  labor  and  poles  which  he  had  furnished,  and  for  this  reason 
he  made  a  deduction  of  $3.00  from  the  first  year's  rental  bill  ren- 
dered him.  Notwithstanding  this  deduction  the  company  continued 
the  service  for  another  year,  at  the  end  of  which  complainant  again 
refused  to  pay  the  annual  bill  for  service  and  deducted  therefrom 
$2.70  for  the  poles  which  he  claimed  to  have  furnished.  Thereupon 
the  company  discontinued  his  service  in  part  by  refusing  him  con- 
nection with  telephones  not  on  his  own  party  line. 

129.1 — Discrimination. 

The  company  refused  to  accept  as  full  payment  less  than  the  full 
rate  which  other  subscribers  are  required  to  pay  for  similar  services. 

This  was  its  plain  duty  under  Section  1797m-90  of  the  Statutes, 

which  provides  that : 
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"It  shall  be  unlawful  for  any  public  utility  to  demand,  charge, 
collect  or  receive  from  any  person,  firm  or  corporation  less  com- 
pensation for  any  service  rendered  or  to  be  rendered  by  said  public 
utility  in  consideration  of  the  furnishing  by  said  person,  firm  or 
corporation  of  any  part  of  the  facilities  incident  thereto,     .     .     ." 

It  is  evidently  the  intent  of  the  statute  that  the  payment  for  services 
rendered  by  a  utility  shall  be  uniform  without  reference  to  any 
contractual  relations  between  it  and  its  subscribers.  Under  the 
circumstances,  if  the  company  is  indebted  to  a  subscriber  for  serv- 
ices rendered  to  it,  it  has  no  right  to  charge  such  subscriber  a  lower 
rate  for  that  reason.  Such  indebtedness  is  an  exterior  matter  and 
cannot  be  offset  against  the  indebtedness  of  the  subscriber  to  the 
company  for  rentals.  Should  a  disagreement  arise  as  to  the  con- 
tractual relations  involving  the  payment  of  rentals  or  the  payment 
of  any  indebtedness  owing  by  the  company  to  a  subscriber,  the  rights 
of  the  parties  can  be  adjusted  in  court. 

13 — Protection  of  the  Corporation. 

It  is  the  duty  of  a  public  utility  to  establish  rules  and  regulations 
having  for  their  purpose  the  enforcement  of  prompt  payment  of  all 
accounts  due  for  services  when  rendered.  This  matter  was  fully 
considered  by  the  Commission  in  the  case  of  Berend  v.  Wisconsin 
Telephone  Company,  4  W.  R.  C.  R.  150.  After  carefully  reviewing 
a  number  of  authorities  upon  the  subject  the  Commission  said : 
"From  the  authorities  above  quoted  the  following  rules  for  the 
protection  of  a  public  utility  against  the  loss  of  operating  revenues 
because  of  uncollectible  accounts,  and  for  the  securing  of  prompt 
receipt  of  all  moneys  due  for  services  performed  or  protection  fur- 
nished, may  be  deduced  as  reasonable  regulations  which  may  be 
lawfully  prescribed  and  enforced  by  a  public  utility : 

1.  It  may  require  of  any  patron  the  deposit  of  a  reasonable  sum 
of  money  as  security  for  the  prompt  payment  of  bills  when  due. 
In  determining  the  reasonableness  of  the  amount  thus  to  be 
deposited,  the  probable  amount  of  the  indebtedness  that  may  be 
incurred  during  the  month  or  other  stated  period  at  the  end  of 
which  bills  are  made  out  and  rendered,  is  an  important  factor.  No 
more  than  a  sum  sufficient  to  furnish  adequate  security  for  the 
credit  extended  may  be  legally  exacted. 

2.  It  may  require  satisfactory  security  to  be  furnished  in  lieu  of 
such  deposit. 

3.  It  may  allow  a  discount  upon  bills  paid  on  or  before  a  stated 
day,  or  exact  a  penalty  for  failure  to  make  payment  within  a 
certain  time. 

4.  For  neglect  or  refusal  on  the  part  of  any  patron  to  comply 
with  any  of  the  legal  rules  and  regulations  established,  it  may 
discontinue  service  to  such  patron." 
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In  the  present  case  the  company  has  not  established  any  rule 
for  the  enforcement  of  prompt  payment  of  rentals.  However, 
in  the  absence  of  such  rule  it  could  not  be  compelled  to  furnish  to  a 
subscriber  service  free  of  charge,  for  that  would  be  a  violation 
to  the  statute  quoted.  Consequently  when  a  patron  refuses  to  pay 
the  full  amount  of  rental  at  the  end  of  the  period  when  the  same 
becomes  due,  the  company  should  discontinue  his  service.  In 
this  case  the  company,  in  the  absence  of  any  rule  protecting  it 
against  loss  of  revenue  from  the  refusal  of  patrons  to  meet  their 
obligations,  discontinued  complainant's  service  when  he  refused 
to  pay  the  bill  in  full,  and  its  act  in  the  premises  cannot  be 
questioned. 

129.3 — Refusal  of  Service. 

Notwithstanding  the  discontinuance  of  the  service  the  complainant 
now  appears  in  the  position  of  a  new  subscriber  and  asks  that 
service  be  given  him.  The  cpiestion  before  the  Commission,  there- 
fore, is  whether  a  telephone  company  has  the  right  to  refuse  service 
on  the  ground  that  previous  bills  have  not  been  fully  paid.  A  tele- 
phone company,  as  has  been  shown,  may  by  establishing  proper 
rules  require  its  patrons  to  pay  in  advance  for  a  reasonable  period 
for  the  desired  service,  and  if  a  patron  who  is  in  arrears  to  the 
company  offers  payment  in  advance  for  future  service,  we  do  not 
think  that  it  is  consistent  with  its  public  duty  for  the  company 
to  refuse  such  service. 

The  rule  is  stated  in  1  Wyman  on  Public  Service  Corporations  451 
as  follows: 

"As  one  in  public  service  may  always  demand  prepayment  having 
given  credit,  the  company  must  be  content  as  other  creditors 
must  be  to  collect  its  back  bills  by  legal  means.  To  attempt  to  make 
such  collections  by  refusing  present  service  for  ready  money  would 
seem  to  be  in  the  face  of  the  public  duty. ' ' 

If  the  complainant  was  ready  and  willing  to  secure  the  company 
the  full  amount  of  $12.00  for  its  succeeding  year's  service,  then  in 
our  judgment  the  previous  indebtedness  was  not  an  excuse  absolv- 
ing the  company  from  its  duty  to  supply  the  service.  The  company 
should  at  once  publish  and  file  with  the  Commission  a  rule  covering 
the  subject  in  controversy. 

It  is  therefore  ordered,  That  the  Farmers'  Union  Telephone  Com- 
pany restore  its  telephone  service  to  William  Lemeke  upon  the 
tender  by  him  of  payment  in  advance  for  a  reasonable  period  at 
the  rates  now  charged,  or  deposit  with  the  company  a  sufficient 
sum  of  money  to  secure  the  prompt  payment  of  rentals  which  max 
become  due  in  the  future  for  services  rendered  in  accordance  with 
such  rules  and  regulations  as  the  company  may  publish  and  file 
with  the  Commission. 
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132—  PROTECTION  FROM  COMPETITION 

Wisconsin 

Tri-State  Telephone  and  Telegraph  Company  v.  St.  Croix  Far- 
mers' Mutual  Telephone  Company,  Asking  that  the  Respondent 
be  Ordered  to  Refrain  from  Extending  its  Telephone  Lines  into  the 
Village  of  Grantsbnrg,  Wisconsin.  Decision  of  the  Wisconsin  Rail- 
road Commission,  Holding  that  Such  Extension  is  Illegal.  December 
22,  1913. 

The  respondent  extended  its  line  into  the  village  and  installed  a 
telephone  in  a  barn  belonging  to  a  shareholder.  This  telephone  was 
disconnected  but  respondent  testified  that  it  is  its  intention  to  extend 
service  to  all  shareholders  residing  in  Grantsburg.    The  decision  says: 

The  contention  of  the  respondent  that  it  is  entitled  to  enter  the 
village  and  compete  with  the  petitioner  by  virtue  of  any  franchise 
granted  by  the  village  is  certainly  untenable,  for  the  authority  to 
operate  a  telephone  utility  is  under  the  statutes  derived  from  the 
state  and  not  from  any  local  branch  of  the  government.  State  ex  rel. 
Smythe  v.  Milwaukee  Ind.  Tel.  Co.,  133  Wis.  588,  and  cases  cited 
in  opinion  of  court.  Furthermore,  under  section  1797m-74  of 
the  statutes  it  is  made  unlawful  for  any  telephone  company  to 
extend  its  service  into  a  territory  already  occupied  by  another  com- 
pany without  bringing  the  matter  before  and  obtaining  authority 
from  the  Commission.  The  petitioner  in  this  case  is  clearly  in  pos- 
session of  the  field  in  the  Village  of  Grantsburg,  since  no  similar 
service  had  been  rendered  there  by  the  respondent  or  any  other 
telephone  company  prior  to  the  passage  of  the  statute  in  question. 
The  respondent's  action  in  extending  its  service  to  an  individual 
within  the  limits  of  the  village,  without  previously  complying 
with  the  provisions  of  the  statute,  was  therefore  illegal.  It  is  im- 
material that  the  persons  to  whom  it  desires  to  extend  its  service  are 
shareholders,  for  such  service  must  be  rendered  them  on  the  same 
terms  and  conditions  as  to  other  subscribers.     .     .     . 

There  is  no  present  violation  of  the  statute  since  the  telephone  illegally 
installed  has  been  disconnected. 

Should  any  extensions  be  made  in  the  future,  however,  without  the 
proper  procedure  under  the  statutes,  it  will  become  the  duty  of  the 
Commission  to  report  such  violations  to  the  attorney  general  for 
prosecution. 

Wisconsin 

Rehearing  of  the  Application  for  Physical  Connection  Between  the 
Clinton  Telephone  Company  and  the  Bergen  Telephone  Company. 
Decision  of  the  Wisconsin  Railroad  Commission,  Establishing  Terms 
and  Conditions,  November  26,  1913. 

The  Bergen  Telephone  Company  has  maintained  direct  connection 
with  three  private  telephones  installed  within  the  village  of  Clinton, 
which  is  the  district  served  by  the  Clinton  Telephone  Company. 
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The  facts  in  this  matter  were  presented  by  the  Commission  to  the 
Attorney  General  and  the  latter  rendered  an  opinion  under  date  of 
February  27,  1913,  to  the  effect  that  the  Bergen  Telephone  Com- 
pany was  maintaining  the  service  mentioned  in  violation  of  section 
1797m-71  of  the  Public  Utilities  Law  [providing  protection  from 
competition]  and  that  the  company  was  therefore  subject  to  the 
penalty  imposed  by  section  1797m-95  of  the  same  law.  The  fact 
that  the  number  of  subscribers  given  direct  service  is  small  and  the 
further  fact  that  some  or  all  of  these  subscribers  have  furnished 
their  own  equipment  are  immaterial.  The  practice  in  question  is 
clearly  illegal  and  must  be  discontinued.  No  order  of  the  Commis- 
sion is  necessary  in  the  matter. 

CALIFORNIA 

226.2 — Extension  of  Service. 

Complainants  vs.  Peoples  Water  Company,  Asking  for  Extension 
of  "Water  Mains  at  the  Expense  of  the  Company.  Decision  of  the 
California  Railroad  Commission  Denning  its  Jurisdiction  in  the 
Matter  and  Ordering  the  Extension,  December  3,  1913. 

The  following  is  a  summary  of  the  Commission's  decision  as  to  the 
duty  of  a  water  company  to  extend  its  service  and  the  power  of  the 
Commission  to  compel  the  company  to  extend  its  mains  in  any  case 
in  which  it  is  unwilling  to  do  so  at  its  own  expense. 

The  question  of  the  duty  of  a  water  utility  to  serve  the  inhabi- 
tants of  cities  and  towns  has  most  frequently  come  to  the  courts 
in  cases  in  which  persons  owning  or  occupying  property  fronting 
on  a  street  in  which  a  water  main  had  already  been  laid,  have 
desired  a  service  connection  which  the  water  company  has 
refused  to  make  unless  the  applicant  paid  a  certain  sum  for  the 
connection  and  the  meter.  The  overwhelming  weight  of  author- 
ity is  to  the  effect  that  it  is  the  duty  of  the  water  company  to  make 
such  connection  and  install  the  meter  at  its  own  expense.  This 
expense  then  becomes  a  part  of  the  moneys  properly  chargeable 
to  capital  account  and  necessary  to  be  considered  by  public  author- 
ities in  establishing  rates  for  water  service. 

After  discussing  cases  in  regard  to  the  furnishing  of  meters  and 
providing  service  connections  without  charge  to  the  consumer,  the 
decision  takes  up  the  question  of  the  extension  of  mains.  The  fol- 
lowing extract  is  quoted  from  the  decision  of  the  Supreme  Court  of 
California  in  ex  parte  Russell,  163  Cal.  668. 

"Upon  a  review  and  a  careful  consideration  of  all  of  the  authori- 
ties bearing  directly  and  indirectly  upon  the  subject  under  dis- 
cussion, we  are  strongly  of  the  opinion  that  it  is  the  law  that  a 
water  company,  committed  by  its  charter  to  the  public  service,  is 
in  duty  bound  to  serve  the  whole  public ;  and  that  when  necessary 
to  such  service  the  company's  existing  mains  must  be  gradually 
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extended  so  as  to  keep  pace  with  the  growth  of  the  community 
which  the  company  has  undertaken  to  serve."     (p.  708.) 

A  similar  conclusion  was  reached  by  the  Supreme  Court  of  Idaho 
in  Pocatello  Water  Company  vs.  Standley,  7  Idaho  155,  61  Pac.  518 
and  by  the  Appellate  Court  of  Pennsylvania  in  the  case  of  Hynd- 
man  Water  Company  vs.  Hyndman,  7  Pa.  Sup.  Ct.  Rep.  191. 
It  may  be  that  cases  will  occur  in  which  it  would  not  be  fair  either 
to  the  water  utility  or  to  its  existing  consumers  to  apply  this  rule 
strictly.     .     .     . 

In  other  words,  it  may  well  be  that  the  foregoing  rule  should  not 
be  rigidly  applied  in  a  case  in  which  a  considerable  burden 
would  be  cast  upon  the  remaining  consumers  in  order  to  serve 
one  or  more  intending  consumers.  While  there  may  be  difficulties 
in  the  application  of  this  general  rule,  I  am  of  the  opinion  that 
the  rule  is  correct  as  a  general  principle  and  that  it  should  be 
applied  in  all  cases  in  which  an  exception  is  not  clearly  estab- 
lished.    .     .     . 

It  appears  that  nowhere  in  the  constitution  is  there  any  provision 
specifically  conferring  upon  any  political  subdivision  of  the  State 
the  power  to  compel  any  public  utility  to  make  an  extension. 
Nor  is  there  any  statutory  provision  conferring  such  power,  apart 
from  a  few  acts  of  the  legislature  granting  freeholders'  charters. 

.  .  .  No  power  to  compel  an  extension  is  granted  directly  or  by 
necessary  inference.  It  follows  that  such  power  if  it  exists  in  any 
public  authority  in  this  State,  vests  in  the  Railroad  Commission. 

General  provisions  of  the  Public  Utilities  Act  bearing  on  this  ques- 
tion are  cited   (Section  13,  20,  31  and  35). 

I  desire  to  draw  particular  attention  to  section  36,  specifically 
conferring  the  power  to  compel  the  construction  of  additions  and 
extensions  where  they  ought  reasonably  to  be  made,  and  reading 
in  part  as  follows : 

"Sec.  36.  Whenever  the  commission,  after  a  hearing  had  upon 
its  own  motion  or  upon  complaint,  shall  find  that  additions,  exten- 
sions, repairs  or  improvements  to,  or  changes  in,  the  existing 
plant,  equipment,  apparatus,  facilities  or  other  physical  property 
of  any  public  utility  or  of  any  two  or  more  public  utilities  ought 
reasonably  to  be  made.  .  .  .  the  commission  shall  make  and 
serve  an  order  directing  that  such  additions,  extensions,  repairs, 
improvements  or  changes  be  made. 

In  conclusion  the  following  propositions  are  given : 

1.  As  a  general  rule,  it  is  the  duty  of  a  water  utility  in  this  State 
to  install,  at  its  own  expense,  such  extensions  to  its  mains  as  may 
be  necessary  to  serve  the  inhabitants  of  any  community  which  it  is 
serving. 

2.  While  it  may  be  that  in  certain  cases  exceptions  to  this  rule 
may  be  established  in  the  first  instance  by  the  utility,  the  justifica- 
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tion  for  the  exception  must  be  clear  and  the  exception  must  not 
result  in  discrimination. 

3.  Any  rule,  regulation  or  custom  which  the  utility  may  establish 
in  this  connection  is  subject  to  alteration  or  amendment  by  the 
Railroad  Commission  in  all  portions  of  this  State  other  than  those 
where  incorporated  cities  and  towns  may,  under  their  freeholder's 
charters,  have  power  over  public  utility  extensions  vested  in  them, 
and  in  all  such  territory,  the  Railroad  Commission  has  the  power, 
when  an  extension  ought  reasonably  to  be  made,  to  compel  such 
extension,  both  within  and  without  city  limits,  after  notice  and 
hearing,  in  such  manner  and  within  such  time  as  the  Railroad 
Commission  may  in  its  order  specify. 

MANITOBA 

224.5 — Kates  Fixed  by  Ordinance. 

Municipality  of  Kildonan  vs.  Winnipeg  Electric  Railway  Com- 
pany. Decision  of  the  Manitoba  Public  Utilities  Commissioner, 
May  26,  1913. 

The  following  syllabus  of  the  case  is  given  in  the  Western  Weekly 
Reports  (Vol.  4,  p.  805): 

Under  Sub-section  (c)  of  Section  19  of  the  Public  Utilities  Act, 
the  Commissioner  in  considering  any  contract  between  municipali- 
ties and  public  service  corporations  is  required  primarily  to  con- 
sider the  interests  of  the  public  using  the  service  and  to  follow 
the  terms  of  any  such  contract  only  when  fair  and  reasonable. 

In  the  case-  of  a  street  railway  company,  in  view  of  the  changing 
conditions  as  to  population,  there  must  be  an  examination  into 
the  facts  from  time  to  time  to  see  how  the  service  both  as  to 
rights  and  transportation  conditions  stands  in  relation  to  the 
public  interest  on  the  one  hand  and  to  a  fair  return  to  the  com- 
pany on  the  other. 

Semble :  A  municipal  council  can  not  undertake  that  a  company 
may  for  the  whole  term  of  the  franchise  invariably  demand  rates 
therein  stated. 

REFERENCES 
RATES 

612.2— Large  Power. 

Purchased  Power  and  the  Street  Railway,  by  Charles  L.  Ayling. 
Electric  Railway  Journal,  1  page,  January  3,  1914,  p.  9. 

This  states  that  the  production  of  power  by  large  steam  and  hydroelectric  sta- 
tions is  attaining  new  importance  in  many  localities,  and  the  street  railway 
is  beginning  to  realize  that  in  most  cases,  at  any  rate,  it  cannot  produce 
energy  as  cheaply  as  these  large  plants  can  supply  it,  thanks  to  the  diversity 
factor  resulting  from  non-coincident  peaks.  Investigations  by  the  Common- 
wealth Edison  Company  of  Chicago  have  shown  that  the  combination  of  maim- 
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facturing,  trolley  and  lighting  loads  saves  certainly  20  per  cent  in  plant  capacity 
and  hence  in  investment  and  corresponding  fixed  charges.  Centralized  power 
supply  reduces  the  ultimate  cost  of  electric  transportation  to  everyone  who  may 
be  concerned.  It  is  said  that  one  feature  of  operation  which  lias  been  of  much 
advantage  to  street  railways  purchasing  power  from  large  plants  is  the  improved 
voltage  regulation  secured  under  traffic  peak  conditions.  This  results  in  a  ma- 
terial betterment  of  the  running  time  of  the  cars,  especially  on  holidays  and 
Sundays,  and  it  cuts  down  wear  on  the  motors  as  well.  Again,  the  making  of 
power  contracts  for  a  long  period,  often  from  ten  to  thirty  years,  definitely  fixes 
the  price  of  electricity  and  rids  the  operating  company  of  this  element  of  un- 
certainty in  the  running  costs  throughout  the  entire  life  of  the  agreement. 

616.1— Street  Lighting. 

The  Lighting  Situation  in  Chicago,  National  Municipal  Review,  2 

pages,  January,  1914,  p.  125. 

This  describes  the  street  lighting  system  of  Chicago.  With  regard  to  the 
municipal  lighting,  the  statement  is  made  that  '  the  lighting  situation  in 
Chicago  illustrates  one  point  which  is  all  too  common  in  American  municipali- 
ties; namely,  that  in  municipally  conducted  operations  the  municipality  does 
not  properly  inspect  itself.  To  leave  the  inspection  of  a  municipally  operated 
service  to  members  of  the  same  organization  which  is  carrying  on  the  operation 
almost  always  results  in  poor  service.  \Vhen  municipalities  will  learn  that  it 
is  wise  to  organize  a  competent  body  of  properly  trained  inspectors  who  are 
not  at  all  under  the  control  of  the  operative  force,  then  municipalities  may 
be  expected  to  yield  service  reasonably  as  good  as,  if  not  better  than,  is  gotten 
from  contractors  who  are  subject  to  the   independent  city  inspection. 

INVESTMENT  AND  RETURN 

313— Prices. 

Unit  Prices  for  Electric  Current  for  Operating  Urban  Electric 

Lines,    Chicago,   III.     Engineering   and   Contracting,   January   14, 

1914,  p.  94. 

This  presents  tables  of  contract  rates  for  electrical  power  to  be  paid  to  the 
Commonwealth  Edison  Company  by  the  surface  and  elevated  electric  railways 
of  Chicago.  Various  provisions  of  the  contract  providing  for  joint  operation 
of  plants,  excess   cost   of   coal  and  consolidation   of  the  railways,   are  explained. 

352 — Expense. 

Operating  Expenses  in  Electric  Lighting,  by  Newton  Harrison. 
The  Central  Station,  3%  pages,  January,  1914,  p.  267. 

This  discusses  the  important  items  of  cost  of  producing  electrical  energy, 
such  as  cost  of  installation  inside  and  outside  the  plant;  interest  charges; 
part  of  investment  producing  wasted  power;  the  cost  of  doing  business;  and 
depreciation.  There  is  a  comparison,  with  reference  to  operating  expenses, 
of   water-power   and   fuel-burning  plants. 

315.1— Going  Value. 

The   Legal    "Going   Value"   of   a    Central    Station.      Editorial, 

Central  Station,  January,  1914,  p.  277. 

This    quotes    the    decision    of    the    New;,    Jersey    Commission    in     the    Public 

Service  Gas  Company  rates  case,   abstracted  in  3  Rate  Research  394  and  4 

Rate  Research   4.    "  The    immense    vicissitudes    of    electric    light    plants  in 

the   earlv  days,   and   the   many   rapid   changes   in   the   business,   are   commented 
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upon.  It  is  said  that  the  "going  concern  value"  of  a  public  utility  is  no  different 
from  that  of  the  investment  of  any  other  manufacturer  in  establishing  his 
business.  It  is  inevitable,  particularly  in  a  business  requiring  changes  in 
system  and  machinery,  changes  which  can  only  be  made  when  the  time  comes 
to   make  them. 

PUBLIC  SERVICE  REGULATION 

268 — Public  Service  Laws. 

New  Laws  Affecting  Public  Utilities,  by  John  B.  Sanborn.  A 
Paper  Read  before  tbe  Wisconsin  Electrical  Association,  January 
15-16,  1914. 

This  is  a  review  of  the  new  laws  affecting  electrical  companies,  passed  by  the 
Wisconsin  legislature  of  1913.  There  is  a  brief  discussion  of  the  16  chapters 
which  affect  electric  utilities,  among  them  the  Workingmen's  Compensation  Act; 
the  amendment  of  the  Income  Tax  law;  the  amendment  of  the  Stock  and  Bond 
law,  allowing  an  increase  of  stock  up  to  the  actual  value  of  the  property  of 
the  corporation;  the  provisions  regarding  injunctions  against  orders  of  the 
Railroad  Commission;  the  act  permitting  the  acquisition  of  electric  railways 
by  municipalities  at  any  time;  the  acts  giving  the  Commission  power  to 
require  the  joint  use  of  tracks,  and  the  erection  of  union  depots;  the  act 
allowing  municipalities  to  acquire  plants  located  in  whole  or  in  part  outside 
of  the  municipality;  the  acts  relating  to  eminent  domain  and  the  exercise  of 
franchise  rights  which  have  remained  unexercised  for  one  year;  and  the 
water  power  act   (see  3  Rate  Research  393). 

224.5 — Rates  Fixed  by  Ordinance. 

State  Commissions  and  Local  Franchises.  Editorial,  Electrical 
Review,  January  17,  1914,  p.  117. 

This  discusses  the  attitude  of  the  United  States  Supreme  Court  toward  the 
question  of  the  power  of  the  state  over  contracts,  from  the  Dartmouth  College 
case  to  the  recent  decisions  in  the  Louisville  and  Xashville  Railroad  case  and 
the  Kansas  Gas  case.  The  action  of  various  state  courts  on  this  question  is  cited. 
It  is  said  that  every  case  of  this  kind  must  be  considered  upon  its  own  merits 
and  with  reference  to  the  provisions  of  local  laws  and  state  constitutions  and 
the  interpretation  which  has  been  put  upon  these  by  the  courts.  In  this 
connection,  as  in  many  others,  uniformity  will  not  be  found  throughout  the 
country,  since  the  question  involves  principles  in  regard  to  which  different 
state    constitutions    have   different    provisions. 

226.5 — Standards  of  Service. 

Standardization  of  Puplic  Utilities  Service,  by  Edward  P.  Rosa. 
Electrical  World,  2  pages,  January  10,  1914,  p.  79. 

This  gives  the  concluding  part  of  this  address,  commented  upon  in  4  Rate 
Research  236.  It  explains  in  further  detail  Dr.  Rosa's  ideas  on  standardization 
of  public  utilities  service. 

221.1 — Issues  of  Stocks  and  Bonds. 

Address  of  President  William  H.  Winslow  Before  the  Sixth 
Annual  Convention  of  the  Wiconsin  Electrical  Association. 
January  15-16,   1914. 

Referring  to  the  stock  and  bond  law  passed  by  the  Wisconsin  legislature  of 
191.'!,  this  paper  says  that,  as  regards  existing  public  service  companies,  the 
claim    that    these    laws    take   the   utilities   out    of    the   held   of    speculation,    may 
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be  true  and  proper.  Applied  to  new  enterprises,  however,  it  would  lie  more 
nearly  correct  to  say  that  they  have  made  their  financing  difficult  or  impossible. 
No  laws  can  make  hazardous  enterprises  (and  all  new  ventures  are  more  or 
less  so)  anything  but  speculative,  and  it  is  becoming  apparent  that  the  laws  in 
question  are  stilling  development  and  will  continue  to  do  so  unless  modified. 
In  most  cases  money  cannot  be  obtained  for  new  ventures  in  the  utility  held, 
either  by  the  sale  of  capital  stock  at  par,  or  by  the  sale  of  bonds,  or  any 
combination  of  the  two.  That  this  is  so  is  due  to  a  number  of  conditions 
peculiar  to  quasi-public  businesses, — among  them  the  very  large  initial  invest- 
ment needed  and  small  early  returns  received,  and  the  fact  that  increases  in 
investment  are  governed,  not  by  the  desires  or  convenience  of  their  owners, 
but  by  the  demands  of  the  public 

268— Public  Utility  Laws. 

Public  Utility  Legislation  in  Illinois,  by  John  A.  Fairlie.  Na- 
tional Municipal  Review,  6  pages,  January,  1914,  p.  28. 

This  comments  on  the  protest  roused  in  Illinois,  especially  in  Chicago,  in  regard 
to  various  provisions  in  the  new  public  utilities  law.  There  is  an  outline  of 
the  steps  leading  to  the  passage  of  the  recent  law,  from  the  establishment 
of  the  Warehouse  Commission  in  the  early  seventies,  and  the  decision  in 
Munn  vs.  Illinois,  to  the  struggle  on  the  floor  of  the  house,  on  the  last  night 
of  the  session.  The  provisions  of  the  law  are  outlined,  and  the  statement 
made  that,  in  spite  of  the  wide  criticism  of  it,  the  law  is  substantially  a 
consistent  and   coherent  piece  of  legislation. 

MUNICIPALITIES 

831 — Purchase  by  Municipality. 

Indecision  on  Municipal  Ownership  in  Toronto,  Editorial,  Electric 
Railway  Journal,  January  10,  1914,  p.  65. 

This  comments  on  the  vacillation  of  the  public  authorities  of  Toronto  in  acting 
on  Mayor  Hocken's  plan.  It  is  said  that  in  circumstances  like  these  any  pre- 
dictions as  to  the  ultimate  outcome  of  the  purchase  plan  seem  futile.  That 
there  is  a  decided  opposition  to  the  city's  taking  over  the  property  is  certain. 
The  statement  is  made  that  the  cost  of  taking  over  a  prosperous  railway,  the 
task  of  creating  and  managing  a  unified  and  expanded  service  for  the  whole 
city  and  the  responsibility  of  basing  these  extensions  upon  estimated  future 
growth  and  development  are  burdens  which  the  people  of  Toronto  may  well  be 
reluctant  to  assume.  Whether  the  glamour  of  municipal  ownership,  however, 
will  completely  fade  before  the  eyes  of  the  citizens  of  Toronto  upon  a  more 
complete  investigation  is  a  possibility  of  the  future  rather  than  a  fact  at 
present  assured. 

831.1 — Municipal  Bond  Issues. 

Increasing  Municipal  Indebtedness,  by  Le  Grand  Powers,  Census 
Bureau,  Washington,  D.  C.  National  Municipal  Review,  5  pages, 
January,  1914,  p.  102. 

This  states  that  one  of  the  most  striking  facts  relating  to  modern  city  build- 
ing is  the  great  actual  and  relative  increase  in  municipal  indebtedness  during 
the  last  ten  years.  The  debts  of  146  cities  are  compared  with  the  debts  of 
the  federal  government  and  with  that  of  foreign  cities.  The  conclusion  reached 
is  that  judged  by  the  standards  of  commercial  enterprises  the  American  cities 
have  not  used  as  much  business  sense  in  incurring  indebtedness  as  German, 
French,  and  English  fities,  and  that  American  cities  incur  debt  in  larger 
proportions  for  non-productive  purposes  than  do  the  European  cities.  The 
statement    is    made    that    '"some    of    the    indebtedness    incurred    by    American 
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cities  for  so-called  productive  properties  add  to  the  burdens  of  the  taxpayer 
the  same  as  do  the  debts  for  other  properties,  and  the  accounts  of  many 
cities  are  in  such  a  shape  that  neither  their  citizens  nor  outsiders  can  be 
sure  whether  the  debts  for  water-supply  systems  and  similar  enterprises 
are  a  burden  or  assist  in  lifting  burdens.  A  debt  for  a  water-supply  system 
or  kindred  enterprise  that  is  not  wholly  self-supporting  is  a  burden;  and 
if,  when  such  debt  is  included  with  the  debts  for  non-productive  properties, 
the  aggregate  exceeds  a  safe  limit,  the  situation  is  fraught  with  peril  the 
same  as  if  the  debt  had  been  incurred  for  current  expenses  of  maintenance." 

81 — Municipal  or  Local  Regulation  of  Utilities. 

Municipal  vs.  State  Control  of  Public  Utilities,  by  Professor 
J.  Allen  Smith.  National  Municipal  Review,  9  pages,  January, 
1914,  p.  34. 

This  supports  the  theory  of  home  rule  in  utility  regulation,  on  the  grounds 
that  there  is  now  greater  democracy  in  American  cities;  that  public  officials 
are  now  more  accountable  than  formerly  to  the  municipal  public;  and  that 
such  powers  of  regulation  as  may  be  entrusted  to  local  authorities,  will  no 
longer  be  exercised  to  the  detriment  of  the  local  population.  The  statement 
is  made  that  "this  political  movement  to  substitute  state  for  municipal  regula- 
tion of  local  utilities  has  its  origin  in  the  efforts  of  corporations  operating 
under  municipal  franchises,  to  protect  themselves  against  the  consequences  of 
rising  prices.  .  .  .  (State  control,  instead  of  protecting  cities  against  ex- 
ploitation at  the  hands  of  their  public  utility  corporations  has  only  too  often 
been  exercised  in  the  interest  of  corporate  domination."  Various  decisions  of 
the  Washington  courts  are  quoted  to  support  the  argument  that  the  supreme 
court  of  the  state  "is  more  or  less  tinged  with  the  corporation  viewpoint." 

GENERAL 

91 — Promotion  and  Growth  of  Business. 

Conservation  of  Natural  Resources,  by  W.  V.  N.  Powelson.  An 
Article  Presented  before  the  United  States  Senate,  November  26,  1913. 

This  discusses  the  immense  waste  of  the  natural  resources  of  the  country,  due 
to  the  non-development  of  the  water  powers.  Statistics  are  given  to  show 
that  we  are,  as  a  nation,  losing  at  least  $55,000,000  per  annum  as  the  result  of 
the  non-development  of  5,000.000  water  horsepower  economically  available  at 
the  present  time,  or  at  the  rate  of  $11  per  horsepower  per  year.  There  is  a 
discussion  of  the  rental  to  be  collected  from  private  parties  who  are  allowed 
to  develop  and  operate  its  water  powers.  It  is  said  that  a  remedy  that  will 
prevent  excessive  profits  without  retarding  development  must  be  based  either 
on  a  policy  of  price  regulation  by  the  government  or  of  profit-sharing  with 
Government.  The  question  of  state  versus  federal  control  is  considered,  and 
arguments  given  to  show  "the  baneful  influence  upon  the  usefulness  to  the 
public  of  a  public-service  corporation  operating  a  water  power  under  a  limited 
tenure." 

99 — Employees. 

Compensation  Laws  and  Electric  Power,  by  G.  D.  Crain,  Jr. 
Electrical  Review,  1  page,  January  17,  1914,  p.  127. 

This  states  that  one  of  the  most  significant  developments  of  the  time  is  the 
almost  universal  recognition  of  the  need  for  a  change  in  the  century-old 
method  of  disposing  of  the  claims  of  those  injured  in  the  industrial  accidents. 
The  common  law  is  giving  place  to  a  law  based  on  the  belief  that  society  at 
large,  and  not  the  individual,  should  bear  the  burden  of  these  accidents.  The 
development  of  this  sentiment  has  resulted  in  the  enactment  of  compensation 
laws  in  24  states,  and   in   preparations   being   made   looking  to  legislation   alone- 


Rate     Research  271 


this  lino  in  many  more.  It  is  a  conservative  prediction  that  within  another  ten 
years  practically  every  state  in  the  Union  will  have  such  a  law.  Attention  is 
called  to  the  fact  that  the  use  of  electrical  power  and  especially  of  individual 
motors  means  the  elimination  of  one  of  the  most  serious  hazards  involved  in 
the  operation  of  manufacturing  establishments,  and  that  therefore  the  advent 
of  compensation  laws  forms  the  best  possible  basis  for  predicting  a  great 
increase  in  the  number  of  electrical  installations  in  manufacturing  plants. 

115 — Use  of  Public  Highways. 

Judges  to  Fix  Fees  for  Public  Utilities,  National  Municipal  Re- 
view, January,  1914,  p.  127. 

This  recounts  that  "the  Pennsylvania  legislature  at  its  last  session  extended 
the  act  of  1905  providing  for  the  determination  by  the  court  of  common 
pleas  of  the  proper  county,  of  all  disputes  as  to  the  reasonableness  of  the 
amount  of  license  fees,  between  the  municipal  corporations  and  telegraph,  tele- 
phone, or  light  or  power  companies  to  street  passenger  railway,  motor  traction, 
gas  or  water  companies.  The  court  will  determine  the  amount  of  license  fees 
which  should  be  paid  to  the  said  municipal  corporation  in  order  properly  to 
compensate  it  for  the  necessary  cost  of  the  services  performed  or  to  be  per- 
formed by  it,  for  the  inspection  and  regulation  of  the  poles,  wires,  conduits, 
cables,  pipes,  or  mains  of  the  said  telegraph,  telephone,  light,  power,  street  pas- 
senger railway,  motor  traction,  gas  or  water  company;  and  the  amount  thus 
determined  shall  be  the  maximum  sum  which  the  said  municipal  corporation 
shall  be  authorized  to  charge  as  license  fees  against  such  petitioning  corpora- 
tion." 


COURT   DECISION  REFERENCES. 

58 — Terms  and  Conditions. 

Rubinger  v.  New  York  Railways  Co.  Decision  of  the  New  York 
Supreme  Court,  Appellate  Term,  First  Department.  December  18, 
1913.    144  N.  Y.  Supp.  765. 

A  conductor  on  one  of  the  defendant's  cars  refused  to  accept  a  transfer  from 
a  passenger  who  boarded  the  car  one  block  from  the  transfer  point;  and  upon 
the  passenger's  refusal  to  pay  another  fare,  ejected  him  from  the  car.  The 
court  holds  that  the  rule  of  the  company  that  transfers  shall  be  accepted 
only  at  the  point  of  transfer,  is  reasonable. 

58 — Terms  and  Conditions. 

Railroad  Commission  of  Georgia  et  al.  v.  Louisville  &  N.  R.  Co. 
Decision  of  the  Supreme  Court  of  Georgia.  November  18,  1913. 
80  Southwestern  327. 

On  November  S,  1912,  the  Railroad  Commission  of  Georgia  passed  the  following 
order:  ''Resolved,  by  the  Commission,  that  all  railroads  selling  mileage  or 
penny  scrip  books  are  hereby  required,  on  and  after  February  1,  1913,  to  pull 
the  same  on  the  trains  of  the  company  selling  the  same,  when  presented  by 
the  holders  for  transportation  between  points  wholly  within  the  state  of  Georgia, 
except  where  passengers  board  trains  in  cities  of  10,000  population  or  more 
according  to  the  United  States  census  of  1910,  in  which  places  mileage  or 
penny  scrip  shall  be  exchanged  for  tickets."  The  railroad  sought  an  injunction 
on  the  ground  that  the  selling  of  the  scrip  books  was  voluntary  and  therefore 
subject  to  such  terms  and  conditions  as  the  company  saw  fit  to  offer;  "that  the 
Railroad  Commission  of  Georgia  has  no  jurisdiction  and  authority  over  the 
subject  which  would  justify  it  in  passing  said  order;  and  that  in  passing  said 
order    the    Commission    exceeded    its    powers    and    functions.      That    the    order 
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deprives  petitioner  of  the  opportunity  of  protecting  its  revenue  by  proper 
and  reasonable  checks,  and  of  the  reasonable  opportunity  to  safeguard  the 
proper  checking  of  baggage.  That  the  right  of  such  reasonable  management 
is  a  property  right  which  cannot  be  denied  it  by  the  state  or  the  Commission, 
and  that  said  order  is  in  conflict  with  the  due  process  clause  of  the  state 
Constitution."  The  court  holds  that  the  Commission's  order  is  not  invalid 
on  these  grounds.  A  dissenting  opinion  was  filed  holding  that  the  order  of 
the  Railroad  Commission  under  attack  in  this  case  was  invalid  and  void  because 
it  is  an  unauthorized  interference  with  the  reasonable  regulation  of  the 
railroad  selling  the  mileage  and  penny  scrip  books  in  regard  to  the  manner  of 
using  such  books;  because  it  violates  the  due  process  clause  of  the  state  and 
federal  Constitution,  in  that  it  violates  the  constitutional  guaranty  of  freedom 
in  the  exercise  of  the  right  to  make  contracts. 

138 — Contracts. 

Ney  v.  Eastern  Iowa  Telephone  Co.  Decision  of  the  Supreme  Court 
of  Iowa.    December  13,  1913.    144  Northwestern  383. 

This  holds  that  a  lawyer  cannot  recover  for  services  rendered,  at  the  request 
of  the  president,  in  a  factional  controversy  between  the  directors  of  the 
corporation,  where  the  president  was  not  authorized  to  act  for  the  directors 
as  a  whole. 

112 — Franchises. 

City  of  Milwaukee  v.  Milwaukee  Electric  Railway  and  Light 
Company.  Decision  of  the  Supreme  Court  of  Wisconsin.  Decem- 
ber 9,  1913.     144  Northwestern  206. 

The  city  brought  suit  to  compel  the  company  to  remove  its  tracks  from  certain 
streets,  claiming  that  the  company  had  no  valid  franchise  covering  the  streets 
in  question,  because  (1)  the  city  had  no  right  to  grant  a  franchise  on  a  street 
not  opened,  even  though  proceedings  were  pending  for  the  opening  of  the 
street  when  the  franchise  was  granted,  and  (2)  the  defendant  did  not  accept 
the  franchise  in  writing.  The  decision  says:  "Only  the  state,  by  an  action  of 
quo  warranto,  can  question  the  validity  of  the  franchise  under  which  the 
defendant  operates  its  cars  on  the  streets  in  question.  .  .  .  But  we  have 
carefully  considered  the  record  before  us  witli  the  result  that  we  find  no  merit 
in  plaintiff's  case." 

61 — Character  of  Service. 

Henderson  v.  Shreveport  Gas,  Electric  Light  &  Power  Co.  Deci- 
sion of  the  Supreme  Court  of  Louisiana.  November  17,  1913. 
63  Southern  616. 

Under  an  ordinance  of  the  city  of  Shreveport,  the  defendant  company  was 
granted  the  right  to  operate  a  natural  and  artificial  gas  plant,  and  lay  gas 
pipes  through  the  streets  and  alleys  and  other  public  places  in  the  city,  and 
to  charge  for  the  gas  consumed.  The  consumers  were  divided  into  three  classes, 
with  a  certain  charge  for  each  class.  The  first  class  covers  "domestic  con- 
sumption," for  which  a  maximum  charge  of  25  cents  for  1,000  cubic  feet  of 
gas.  less  a  discount  for  prompt  payment,  is  fixed.  The  next  class  is  for  "public 
institutions,"  which  may  be  charged  a  maximum  of  20  cents  per  1,000  cubic 
feet,  less  a  discount  for  prompt  payment.  And  the  third  class  is  that  of 
"manufacturers"  which  may  be  charged  a  maximum  of  11  cents  per  1,000 
cubic  feet,  less  a  discount  for  prompt  payment.  The  price  to  be  paid  by 
manufacturers  was  also  graduated,  so  as  to  permit  a  larger  discount  where 
certain  designated  cubic  feet  of  gas  were  used.  In  this  case  the  plaintiff, 
the  owner  of  a  garage,  was  classified  by  the  company  in  the  "domestic;  consump- 
tion class"  for  gas  used  in  his  garage  for  the  purpose  of  generating  electric 
current.     This  decision  places  him  in  the  "manufacturers"  class. 
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RATES 

72 — Rate  Schedules. 

The  Minneapolis  General  Electric  Company,  Minneapolis,  Min- 
nesota (pop.  319,408)  Contract  for  Street  Lighting  Service  for  the 
Year  1914. 

The  contract  calls  for  the  installation  of  2800,  6.6  ampere,  75  volt, 
magnetite  arc  lamps  burning  on  an  "All  night  and  every  night"  sched- 
ule through  a  total  of  3830  hours,  at  an  annual  cost  to  the  city  per 
lamp  of  $60.00.  Under  this  contract  the  company  furnishes  and  main- 
tains the  equipment  and  supplies  current  to  all  arc  lamps. 
The  contract  for  ornamental  posts  covers  approximately  970  units, 
each  one  of  which  is  equipped  with  5-60  watt  tungsten  lamps.  The 
four  lower  lamps  burn  every  night  from  dusk  until  midnight  and  the 
upper  lamp  burns  all  night.  Approximately  one  half  of  these  lamps 
were  installed  at  the  expense  of  civic  bodies  and  were  turned  over  to 
the  city  upon  the  latter 's  assumption  of  the  cost  for  service.  The 
remainder  of  the  lamps  are  the  property  of  the  company  and  the  rev- 
enue per  lamp-post  per  year  is  stipulated  at  $45.00,  independent  of 
ownership. 

COURT  DECISIONS 

UNITED  STATES  SUPREME  COURT 

244 — Rehearings  and  Appeal. 

Bacon  et.  al.,  Public  Service  Commission  of  Vermont,  v.  Rutland 
Railroad  Co.  Suit  Alleging  that  Appeal  from  an  Order  of  the  Com- 
mission Should  be  Taken  to  the  Supreme  Court  of  the  State  before 
Being  Heard  Elsewhere.  Decision  of  the  United  States  Supreme 
Court  Holding  that  the  Company  Had  a  Right  to  Resort  to  the 
United  States  Court  at  Once.    January  19,  1914. 

This  is  a  bill  in  Equity  brought  by  the  appellee,  the  Railroad  Com- 
pany, to  restrain  the  Public  Service  Commission  of  Vermont  from 
enforcing  an  order  concerning  a  passenger  station  of  the  Company 
at  Vergennes.  The  order  is  alleged  to  violate  the  Fourteenth 
Amendment.  The  Commission  moved  to  dismiss  the  bill  on  the 
ground  that  until  the  appellee  had  taken  the  appeal  from  the  order 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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to  the  Supreme  Court  of  the  State  that  is  provided  for  by  Pub. 
Stat.,  Vt,  1906,  §§,  4599,  4600,  it  ought  not  to  be  heard  to  complain 
elsewhere.  The  motion  was  overruled  and  the  defendants  not  desir- 
ing to  plead  an  injunction  was  issued  as  prayed. 

The  defendants  rely  upon  Prentis  v.  Atlantic  Coast  Line  Co.,  211 
U.  S.  210,  229,  230.  The  ground  of  that  decision  was  that  by  the 
State  Constitution  an  appeal  to  the  Supreme  Court  of  Appeals  from 
an  order  of  the  State  Corporation  Commission  fixing  rates  wa*s 
granted,  with  power  to  the  Court  to  substitute  such  order  as  in  its 
opinion  the  Commission  should  have  made.  The  Court  was  given 
legislative  powers,  and  it  was  held  that  in  the  circumstances  it  was 
proper,  before  resorting  to  the  Circuit  Court  of  the  United  States, 
to  make  sure  that  the  officials  of  the  State  would  try  to  establish  an 
unconstitutional  rule.  But  it  was  laid  down  expressly  that  at  the 
judicial  stage  the  railroads  had  a  right  to  resort  to  the  Courts  of 
the  United  States  at  once.  p.  228.  Therefore  before  that  case  can 
apply  it  must  be  established  at  least  that  legislative  powers  are  con- 
ferred upon  the  Supreme  Court  of  the  State  of  Vermont. 

The  appeal  in  Vermont  is  given  by  Statute,  not  by  the  Constitution, 
which  separates  legislative,  executive  and  judicial  powers.  C.  2,  §  6. 
The  material  provisions  are  as  follows:  §  4599.  "Any  party  to  a 
cause  who  feels  himself  aggrieved  by  the  final  order,  judgment  or 
decree  of  said  Commission  shall  have  the  right  to  take  his  cause  to 
the  Supreme  Court  by  appeal,  for  the  correction  of  any  errors 
excepted  to  in  its  proceedings,  or  in  the  form  or  substance  of  its 
orders,  judgments  and  decrees,  on  the  facts  found  and  reported  by 
said  Commission."  By  §  4600  appeals  are  to  be  taken  in  the  man- 
ner and  under  the  laws  and  rules  of  procedure  that  govern  appeals 
from  the  court  of  chancery.  'The  Supreme  Court  shall  have  the 
same  power  therein  as  it  has  over  appeals  from  such  court.  It  may 
reverse  or  affirm  the  judgments,  orders  or  decrees  of  said  Commis- 
sion and  may  remand  a  cause  to  said  Commission  with  such  man- 
dates as  law  or  equity  shall  require ;  and  said  Commission  shall  enter 
judgment,  order  or  decree  in  accordance  with  such  mandates." 

Pub.  Stats.  1906.  It  is  apparent  on  the  face  of  these  sections  that 
they  do  not  attempt  to  confer  legislative  powers  upon  the  Court. 
They  only  provide  an  alternative  and  more  expeditious  way  of  do- 
ing what  might  be  done  by  a  bill  in  equity.  Whether  the  alternative 
is  exclusive  or  concurrent,  whether  it  opens  matters  that  would  not 
be  open  upon  a  bill  or  not,  if  exceptions  are  taken,  (which  does  not 
appear  in  this  case,)  is  immaterial;  the  remedy  in  any  event  is 
purely  judicial ;  to  exonerate  the  appellant  from  an  order  that  ex- 
ceeds the  law.  This,  we  understand,  is  the  view  taken  by  the  Su- 
preme Court  of  the  State.  Bacon  v.  Boston  &  Maine  R.  R.,  83  Vt. 
421,  457 ;  Sabre  v.  Portland  R.  R.  Co.,  86  Vt.  347,  368,  369,  and  this 
being  so,  by  the  rule  laid  down  in  Prentis  v.  Atlantic  Coast  Line 
Co.,  the  railroad  company  was  free  to  assert  its  rights  in  the  District 
Court  of  the  United  States. 
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UNITED  STATES  SUPREME  COURT 

222.3— Method  of  Keeping  Accounts. 

Kansas  City  Southern  Railway  Company  v.  United  States  of 
America  and  the  Interstate  Commerce  Commission.  Suit  to  Re- 
strain the  Enforcement  of  Certain  Accounting  Regulations  of  the  In- 
terstate Commerce  Commission.  Decision  of  the  United  States 
Supreme  Court  Upholding  the  Commission's  Ruling.  December  1, 
1914.    34  Sup.  Ct.  125. 

The  Kansas  City  Southern  Railway  Company  in  order  to  permit  traffic 
to  be  moved  more  rapidly  over  its  tracks,  lowered  the  grades  of  the 
road.  This  was  done  by  raising  or  lowering  the  road-bed  on  the  exist- 
ing right  of  way,  and,  in  some  places  where  constructing  new  road 
cost  less  than  improving  the  old,  by  the  construction  of  short  sections 
of  new  road.  The  company  had  issued  bonds  and  paid  the  cost  of  six 
such  new  sections  of  road,  when  the  regulations  of  the  Interstate  Com- 
merce Commission  were  prescribed.  Under  these  regulations  it  be- 
came apparent  that,  if  the  improvements  had  been  made  on  the  original 
right  of  way  even  though  the  cost  had  been  greater,  the  full  cost  of 
the  improvements  made  could  have  been  charged  to  the  account  of 
"Additions  and  Betterments" — a  subdivision  of  the  property  ac- 
counts— and  credited  to  the  proceeds  of  the  bonds.  Since,  however,  the 
improvements  were  made  off  the  original  right  of  way,  the  company 
was  not  permitted  to  carry  the  full  cost  into  its  property  account,  but 
was  required  first  to  deduct  from  such  cost  the  estimated  replacement 
cost  of  the  track  no  longer  used,  less  salvage,  carrying  the  difference 
only  into  the  property  account,  and  charging  the  estimated  replace- 
ment cost  to  operating  expenses. 

The  company  brought  suit  to  enjoin  the  order  holding  that  the  regu- 
lation was  not  reasonable,  and  that  the  power  or  authority  of  the 
commission  had  been  exceeded.  It  also  sought  to  have  an  abandoned 
station  at  Shreveport  charged  to  profit  and  loss  instead  of  to  operating 
expenses.  The  decision  of  the  Commerce  Court  in  this  case  is  abstract- 
ed in  3  Rate  Research  301. 

The  Court  holds  that  the  Commission's  power  can  not  be  questioned. 

The  authority  of  the  Commission  rests  upon  §20  of  the  "act  to 
regulate  commerce"  (24  Stat,  at  L.  379,  chap.  104,  U.  S.  Comp. 
Stat.  1901,  p.  3154),  as  amended  by  the  Hepburn  act  of  June  29, 
1906  (34  Stat,  at  L.  584),  chap.  3591,  U.  S.  Comp.  Stat.  Supp.  1911, 
p.  1288).  The  constitutional  validity  of  this  legislation  was  sus- 
tained in  Interstate  Commerce  Commission  v.  Goodrich  Transit  Co., 
224  U.  S.  194,  211,  214,  56  L.  ed.  729,  736,  737,  32  Sup.  Ct. 
Rep.  436.     .     .     . 

The  very  object  of  a  system  of  accounts  is  to  display  the  pertinent 
financial  operations  of  the  company,  and  throw  light  upon  its  pres- 
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ent  condition.  If  they  are  to  truly  do  this,  the  form  must  correspond 
with  the  substance.  In  order  that  accounts  may  be  standardized,  it 
is  necessary  that  the  accounts  of  the  several  carriers  shall  be  ar- 
ranged under  like  headings  or  titles;  and  it  is  obviously  essential 
that  charges  and  credits  shall  be  allocated  under  the  proper  head- 
ings, the  same  with  one  carrier  as  with  another.  Unless  ' '  Additions 
and  Betterments, ' '  on  the  one  hand,  and  ' '  Operating  Expenses, ' '  on 
the  other,  are  to  indicate  the  same  class  of  entries  upon  the  books 
of  one  carrier  that  they  indicate  upon  the  books  of  other  carriers, 
there  is  no  possibility  of  standardization.  So  far  as  such  uniformity 
requirements  control  or  tend  to  control  the  conduct  of  the  carrier 
in  its  capacity  as  a  public  servant  engaged  in  interstate  commerce, 
they  are  within  the  authority  constitutionally  conferred  by  Con- 
gress upon  the  Commission.     .     .     . 

It  is  contended  that  the  regulations  of  the  Commission,  in  respect 
to  the  matters  now  under  consideration,  are  so  unreasonable  and 
arbitrary  as  to  constitute  an  abuse  rather  than  an  exercise  of  the 
powers  conferred  by  §20,  and  consequently  that  they  ought  to  be 
set  aside  by  judicial  action.  This  is  not  on  the  ground  that  the 
Commission  did  not  proceed  with  due  deliberation  and  after  proper 
inquiry.  Respecting  this,  the  record  abundantly  shows  that  in  the 
year  1906,  and  shortly  after  the  passage  of  the  Hepburn  act,  the 
Commission  undertook,  and  for  nearly  three  years,  prosecuted  a 
most  thorough  investigation  into  the  current  practice  of  the  prin- 
cipal railroad  lines,  procuring  reports  and  recommendations  from 
experts,  and  submitting  tentative  plans  for  the  classification  of 
accounts  to  the  executives  of  the  railroad  lines  and  to  a  committee 
of  accounts  created  by  the  Association  of  American  Railway  Ac- 
counting Officers,  which  association  was  made  up  of  members  rep- 
resenting practically  every  important  railroad  in  the  country.     .      .     . 

The  contention  of  the  appellant  that  property,  originally  acquired 
because  necessary  in  the  construction  of  the  road,  and  afterwards 
abandoned  only  because  rendered  unnecessary  by  the  improvement 
and  development  of  the  property,  should  remain  in  the  property 
account  as  a  part  of  the  stockholders'  investment,  will  be  found, 
upon  analysis,  to  rest  upon  the  unwarrantable  assumption  that  all 
capital  expenditures  result  in  permanent  accretions  to  the  property 
of  the  company.  This  in  effect  ignores  depreciation, — an  inevitable 
fact  which  no  system  of  accounts  can  properly  ignore.  A  more  com- 
plete depreciation  than  that  which  is  represented  by  a  part  of  the 
original  plant  that  through  destruction  or  obsolescence  has  actually 
perished  as  useful  property,  it  would  be  difficult  to  imagine.     .     .     . 

It  is  .  .  .  insisted  that  even  the  theory  upon  which  the  accounting 
regulations  rest  does  not,  when  analyzed,  justify  a  charge  of  abandoned 
property  to  operating  expenses,  but  at  most  a  charge  to  profit  and 
loss.  The  suggestion  apparently  has  force;  but,  upon  considera- 
tion, we  are  unable  to  see  that  it  furnishes  ground  for  judicial  inter- 
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ference  with  the  course  pursued  by  the  Commission.  Except  for 
the  contention  (already  disposed  of)  that  the  value  of  the  abandoned 
parcels  should  be  permanently  carried  in  the  property  account  as 
part  of  the  cost  of  progress,  it  is  and  must  be  conceded  that  sooner 
or  later  it  must  be  charged  against  the  operating  revenue,  either 
past  or  future,  if  the  integrity  of  the  property  accounts  is  to  be 
maintained;  and  it  becomes  a  question  of  policy  whether  it  should 
be  charged  in  solido  to  profit  and  loss  (an  account  presumptively 
representative  of  past  accumulations)  or  to  the  operating  accounts 
of  the  present  and  future.  If  abandoned  property  is  not  charged 
off  in  one  way  or  the  other  it  remains  as  a  permanent  inflation  of 
the  property  accounts,  and  tends  to  produce,  directly  or  indirectly 
a  declaration  of  dividends  out  of  capital.  If  it  be  charged  off  to 
the  surplus  account,  it  tends  to  prevent  the  declaration  of  dividends 
based  upon  a  supposed  accumulation  of  past  earnings.  If  charged 
to  operating  expenses  of  the  current  and  future  years,  it  has  a 
tendency  to  prevent  the  declaration  of  dividends  from  current  earn- 
ings until  the  amount  of  the  depreciation  shall  have  been  made  up 
out  of  the  earnings. 

But,  did  we  agree  with  appellant  that  the  abandonments  ought  to 
be  charged  to  surplus  or  to  profit  and  loss,  rather  than  to  operating 
expenses,  we  still  should  not  deem  this  a  sufficient  ground  to  declare 
that  the  Commission  had  abused  its  power.  So  long  as  it  acts  fairly 
and  reasonably  within  the  grant  of  power  constitutionally  con- 
ferred by  Congress,  its  orders  are  not  open  to  judicial  review. 

What  has  been  said  respecting  the  enforced  disposition  of  the 
charges  for  property  abandoned  in  grade  revision  applies  as  well  to 
the  abandonment  of  the  present  shop  and  terminal  plant  at  Shreve- 
port. 

COMMISSION  DECISIONS 

INTERSTATE  COMMERCE  COMMISSION 

138 — Contracts. 

Complainants  vs.  Pere  Marquette  Railroad  Company  et  al., 
Asking  for  Free  Reconsignment  of  Coal  at  Milwaukee,  "Wisconsin. 
Decision  of  the  Interstate  Commerce  Commission,  December  8, 
1913. 

There  is  a  contract  between  the  Pere  Marquette  and  the  St.  Paul 
railroads  for  the  operation  of  the  interchange  tracks  at  Milwaukee. 

The  power  of  Congress  to  regulate  interstate  commence  is  not  ham- 
pered by  contracts  made  in  regard  to  such  matters  by  individuals, 
but  contracts  of  that  nature  are  made  subject  to  the  possibility 
that  even  if  valid  when  made  Congress  may  by  exercising  its  power 
render  them  invalid.  L.  &  N.  R.  R.  Co.  v.  Mottley,  219  U.  S.,  467. 
A    corporation    can   not    disable    itself   by   contract    from   the  per- 
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formance  of  public  duties  which  it  has  undertaken,  and  thereby 
make  public  accommodation  or  convenience  subservient  to  its  private 
interests.    Gibbs  v.  Consolidated  Gas  Co.  of  Baltimore,  130  U.  S.,  396. 

WISCONSIN 

226.2 — Extension  of  Service. 

Investigation  on  Motion  of  the  Wisconsin  Railroad  Commission 
of  the  Refusal  of  the  Larson  Telephone  Company  to  Extend  its 
Service.  Decision  Fixing  Terms  under  which  Extension  is  to  be 
Made.      December   5,    1913. 

The  complaint  arose  from  a  refusal  of  the  telephone  company  to 
extend  its  lines  to  furnish  service  to  complainants  unless  they 
would  buy  stock  in  the  company  or  build  the  line  and  turn  it  over 
to  the  company.  The  engineers  of  the  Commission  estimated  the 
cost  of  the  extension,  and  the  operating  expenses. 

From  this  it  appears  that  the  Larson  Telephone  Company  may 
reasonably  be  expected  to  put  in  the  extension  if  nine  new  sub- 
scribers can  be  obtained.  In  case  less  than  nine  subscribers  can 
be  obtained,  and  those  who  desire  service  are  willing  to  subscribe 
for  service  under  such  condition,  it  may  be  a  proper  settlement 
of  the  matter  to  provide  that  the  utility  shall  extend  its  lines  to 
supply  so  many  of  the  parties  interested  in  this  case  as  shall  sub- 
scribe for  service,  provided  those  parties  will  advance  to  the 
utility  the  amount  by  which  the  cost  of  the  extension,  exceeds  the 
amount  upon  which  the  revenues  from  the  business  acquired  will 
yield  a  reasonable  return,  such  advances  to  be  repaid  if  new  sub- 
scribers are  obtained  within  a  reasonable  time. 


OHIO 

84 — Public  or  Municipal  Operation. 

Opinion  of  the  Ohio  Public  Utilities  Commission  Regarding  the 
Right  of  a  Municipality  to  Sell  Current  Outside  its  Limits.  O.  E. 
L.  A.  Monthly,  January  1,  1914,  p.  46. 

The  Greenspring  Electric  Light  &  Power  Company  of  Greenspring, 
Ohio,  wished  to  purchase  current  from  the  municipal  light  plant  at 
Clyde,  Ohio.  The  municipal  authorities  desire  to  sell  the  company 
current  at  their  corporate  line,  the  Greenspring  Company  to  con- 
struct the  line  from  its  system  at  Greenspring  to  the  corporate  line  of 
Clyde.  If  that  could  not  be  done,  they  ask  if  it  would  be  legal  for 
them  to  put  up  a  building  inside  the  corporate  limits  of  Clyde  and 
have  the  current  delivered  to  that  point  by  the  municipality  of  Clyde 
and  further  inquire  if  the  contract  for  a  term  of  years  under  such 
latter  arrangements  would  be  valid  and  enforcible. 
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A  letter  from  the  Secretary  of  the  Commission  reads  as  follows : 

I  have  to  advise  that  the  Commission  is  of  the  opinion  that  a 
municipality  has  not  the  legal  right  to  furnish  service  through  a 
municipally  owned  electric  light  plant  to  persons  or  parties  out- 
side of  municipal  limits. 

252—        COMMISSION  ANNUAL  REPORTS 

NEW  YORK  (1st  D.) 

Statistics  of  Gas  and  Electric  Companies.  Report  of  the  New 
York  Public  Service  Commission  First  District,  for  the  Year 
Ending  December  31,   1911.     Vol.   Ill,  527  pages. 

This  volume  contains  operation  statistics,  financial  statistics,  report 
of  casualties  and  statistics  of  employees.  Tables  are  given  showing 
comparisons  of  data  for  the  electric  companies  and  for  the  gas  com- 
panies. Other  tables  show  comparisons  between  gas  and  electric 
utilities.  Rate  tables  for  both  gas  and  electric  utilities  show  the 
average  price  for  the  different  classes  of  service. 

226.5—  STANDARDS  OF  SERVICE 

INDIANA 

Standards  for  Gas  and  Electric  Service  Prescribed  by  the  Indiana 
Public  Service  Commission.     Issued  July  2,  1913. 

The  rules  cover  practically  the  same  points  relating  to  quality  of 
service  and  meter  testing  as  similar  rules  issued  by  the  Wisconsin 
and  other  commissions. 

The  above  and  foregoing  rules,  or  rules  and  regulations  in  sub- 
stance as  those  above  prescribed,  are  in  force  in  a  number  of  the 
states  of  the  Union.  Our  attention  has  been  called  to  no  state 
that  very  materially  departs  from  such  rules  and  regulations. 

722—  REPORTS  OF  ACCIDENTS 

(NEW  YORK  1st  D.) 

The  New  York  Public  Service  Commission,  First  District,  has  pro- 
vided regulations  for  the  reporting  of  all  accidents  happening  upon 
the  premises  of  any  gas  or  electric  company  or  in  connection  with  the 
manufacture  and  distribution  of  gas  or  electricity  which  results  in 
loss  of  life  or  any  injury  to  person,  or  any  interference  with  the 
constant  supply  of  gas  or  electricity  to  any  consumer  or  consumers 
(case  number  1165)  ;  and  has  issued  a  revision  of  the  requirements 
for  the  reporting  of  accidents  by  common  carriers  (case  number  1112). 
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REFERENCES 

RATES 

75 — Comparative  Company  Data. 

Lighting  Rates  in  Large  Cities,  Electrical  Engineering,  *4  page, 

January,  1914,  p.  54. 

This  gives  data,  collected  during  the  recent  adjustment  of  rates  in  St.  Louis, 
showing  the  average  rate  for  electric  lighting  in  various  large  cities  of  the 
country  during  1912.  A  resume  of  the  rates  in  force  in  February,  1913,  in  the 
important  Southern  cities  is  given,  and  the  statement  made  that,  with  these 
charges,  no  city  can  afford  to  have  even  dark  alleys,  much  less  poorly  lighted 
streets. 

523.5 — Taxable  Value  Basis. 

The  Rateable  Value  Tariff  for  Residences,  by  A.  Hugh  Sea- 
brook.  Chairman's  Address  at  the  Meeting  of  the  "Point  Fives," 
January  16,  1914. 

This  discusses  the  rate  practice  of  the  "Point-Five"  Association  of  England,  the 
work  of  which  was  outlined  in  3  Rate  Research  254.  The  statement  is  made  that 
in  the  present  state  of  the  art  the  Rateable  Value  is  superior  to  all  other  bases  of 
primary  charge,  with  the  proviso  that  where  the  price  of  gas  is  not  more  than 
2/6  per  1000'  c.  f.  the  secondary  rate  should  not  exceed  1/2  d.  per  unit.  There 
is  an  outline  of  the  advantages  of  the  Rateable  Value  system.  It  is  said  that  it  is 
possible  to  regard  the  Rateable  Value  system  in  two  ways:  first,  it  is  possible 
to  calculate  the  primary  charge  so  that  it  covers  investment  costs  and  standing 
charges  of  the  complete  electric  service  to  a  residence,  and  that  the  secondary 
rate  of  1/2  d.  represents  the  running  cost,  plus  profit,  of  the  units  sold;  second, 
the  primary  charge  plus  a  few  units  at  1/2  d.  can  be  regarded  as  the  charge  for 
lighting  the  residence,  and  the  secondary  regarded  as  the  charge  for  additional 
business  from  other  uses  than  lighting.  There  is  a  refutation  of  the  argument 
that,  because  the  standing  charges  and  investment  costs  are  put  on  the  lighting, 
the  system  is  unfair;  and  of  the  criticism  that  the  1/2  d.  secondary  rate  is  unfair 
because  it  is  less  than  the  working  costs  per  unit. 

612.1— Small  Power. 

Electric  Power  Utilization,  Electrical  Engineering,  y2  page,  Janu- 
ary, 1914,  p.  43. 

This  comments  on  the  increase  in  the  demand  for  electricity  for  small  power 
installations,  such  as  motor  driven  office  machinery,  air  pumps,  water  pumps, 
ventilating  fans  and  blowers,  vacuum  cleaners  of  all  types,  and  electric  welding. 

612— Power. 

The  General  Application  of  Electric  Power,  by  H.  D.  James.    The 

Electric  Journal,  1  page,  January,  1914,  p.  15. 

This  reviews  the  recent  developments  in  the  use  of  electric  power.  The  state- 
ment is  made  that  there  are  still  many  fields  of  application  for  the  electric 
motor  that  have  not  yet  been  developed;  these  fields  are  waiting  to  some 
extent  for  manufacturers  to  simplify  their  equipment  but,  primarily,  upon  the 
central  stations,  which  should  be  able  to  provide  attractive  rates  for  power, 
as  well  as  for  heating  devices.  With  cheap  electrical  power,  the  use  of  electric 
motors  in  many  operations  and  for  a  great  variety  of  miscellaneous  work  now 
being  performed  by  hand,  will  bring  about  the  development  of  more  convenient 
electrical  devices  for  these  purposes  and  will  tend  toward  material  improvement 
in  the  load  factor  of  our  power  plants. 
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614 — Heating  and  Cooking-. 

Electric  Cooking  Tests  at  Kansas  City,  Kansas,  Electrical  World, 
1  page,  January  24,  1914,  p.  207. 

This  describes  the  electrical  cooking  tests  made  in  connection  with  the  electrical 
show  held  during  December  at  Kansas  City,  Kansas.  Various  tests  were  con- 
ducted at  the  auditorium,  and  others  at  the  homes  of  eight  representative  families, 
where  apparatus  borrowed  from  several  manufacturers  was  placed.  Tables 
are  given  showing  the  cost  of  cooking  various  kinds  and  amounts  of  food. 

4 — Rate  Theory. 

Hydraulics,  Section  VI. — Power  Rates,  by  Otto  B.  Goldman,  Jour- 
nal of  Electricity,  Power  and  Gas,  2%  pages,  January  17,  1914,  p.  57. 
This  states  that  at  present  but  little  is  done  toward  giving  the  individual 
consumer  a  rate  based  upon  the  cost  of  rendering  the  particular  class  of 
service  which  he  demands,  since  he  is  assessed  the  same  maximum  demand 
whether  his  load  comes  on  or  off  the  peak  load,  in  winter  or  in  summer.  It 
is  asserted  that  it  would  be  eminently  unfair  to  assess  charges  against  the 
customer  during  any  one  moment  except  in  proportion  to  the  size  of  plant 
required  by  the  aggregate  of  customers  during  this  unit  of  time.  It  is  said 
that  it  may  be  laid  down  as  a  general  rule,  that  the  fixed  charge  component 
of  the  rate  per  kilowatt  per  hour  during  any  one  hour  of  the  24,  is  the  fixed 
charge  corresponding  to  a  plant  of  the  size  required  during  that  hour,  divided" 
by  the  number  of  hours  during  the  year  in  this  hour  that  the  plant  is  used, 
and   divided  by  the  total   kilowatts   during  this   hour,   per   power   component. 

612.2 — Large  Power. 

The  Elevator  as  a  Central  Station  Load  Builder,  Electrical  Engi- 
neering, January,  1914,  p.  65. 

This  comments  on  the  desirability  of  the  elevator  load  to  the  central  station, 
because  of  the  great  size  of  the  load  to  be  secured  in  that  field,  and  because  of 
the  fact  that  elevators  operate  chiefly  during  daylight  hours.  The  growing  use 
of  inclined  elevators  and  escalators  is  noted,  and  the  statement  made  that  the 
possibilities  for  new  power  business  through  the  installation  of  these  types  of 
electric  elevators  merit  the  efforts  of  central  station  new  business  men. 

INVESTMENT  AND  RETURN 

3 — Investment  and  Return. 

Address  op  William  C.  Brown  before  the  Chamber  op  Commerce 

of  the  United  States,  Rochester,  N.  Y.,  December  8,  1913. 

This  address,  by  the  president  of  the  New  York  Central  lines,  gives  an  inter- 
esting account  of  the  growth  of  the  railroads,  beginning  with  a  description  of 
a  journey  taken  by  a  gentleman  from  New  York  to  Buffalo  in  1847.  The  great 
changes  in  mileage,  comfort,  speed,  rates,  and  wages  paid  to  employees  are  noted. 
Comparisons  are  given  to  show  the  low  rates  of  fare  and  the  high  wages  pre- 
vailing in  America,  as  compared  to  those  prevailing  in  Europe;  and  the  English 
Economist,  the  Honorable  William  Ackworth,  quoted  to  the  effect  that  "the 
American  railway  pays  the  highest  wages  in  the  world  out  of  the  lowest  rates 
in  the  world,  after  having  set  down  to  capital  account  the  lowest  capitalization 
per  mile  of  the  great  countries  of  the  world."  Attention  is  drawn  to  the  im- 
provements, such  as  new  stations,  which,  while  requiring  immense  expenditure 
of  money  and  being  insistently  demanded  by  the  public,  adds  nothing  to  the 
revenue.  The  higher  rate  which  must  now  be  paid  for  capital  is  touched  upon 
It  is  said  that  the  cost  of  new  capital  is  being  made  higher,  because  this  con- 
stantly narrowing  margin  between  income  and  outgo  is  the  basis  of  credit 
upon  which  railroads  must  rely  to  secure  additional  and  necessary  capital.  To 
meet  this  condition,  the  railroads  in  the  Eastern  Section  of  the  United  States  in 
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1910  made  application  for  an  increase  in  freight  rates  which  the  Interstate 
Commerce  Commission  denied.  This  increase  in  rates  asked  by  the  railroads  is 
said  to  be  absolutely  necessary  to  the  railroads.  The  statement  is  made  that 
Government  ownership  of  the  railroads  of  the  Nation  would  be  a  dangerous 
mistake.  If  the  moderate  advance  in  rates  asked  for  is  denied,  it  will  be  well- 
nigh  impossible  for  the  railroads  to  secure  the  funds  with  which  to  make  im- 
provements, without  which  expansion  of  the  commerce  of  the  Nation  must 
gradually  come  to  a  halt.  In  this  event,  if  it  should  come,  the  demand  that 
the  Government  provide  funds  necessary  to  suppty  adequate  transportation  facili- 
ties will  be  irresistible,  and  Government  ownership  and  Government  operation 
of  the  railroads  of  the  Nation  with  whatever  it  involves  for  weal  or  woe  will 
be   the  inevitable  result. 

3 — Investment  and  Return. 

Factors  Determining  a  Reasonable  Charge  for  Public  Utility 
Service,  by  Mortimer  E.  Cooley.  An  Address  Delivered  before  the 
American  Economics  Association,  December  27-30,  1914. 
This  gives  a  concise  analysis  of  the  various  items  of  cost  necessary  to  the 
furnishing  of  a  public  service  commodity  under  four  divisions:  (1)  capital  invest- 
ment, (2)  operating  expenses,  (3)  depreciation  fund,  and  (4)  sinking  fund.  A 
summarized  table  of  these  "several  elements  which  take  part  in  determining 
a  reasonable  charge  for  public  utility  service,"  is  included.  The  statement  is 
made  that  the  principal  cause  of  the  difference  of  opinion  between  the  public 
and  the  public  service  corporations  lies  in  the  failure  of  the  public  to  compre- 
hend all  of  the  elements  of  cost  entering  into  the  construction  of  a  public 
utility  plant.  Not  only  that  but  a  failure  also  to  understand  all  of  the  elements 
of  expense  which  must  be  incurred  in  operating  the  property  and  maintain- 
ing its  integrity,  once  the  plant  has  been  built  and  the  business  established. 
The  corporation  itself  is  only  beginning  to  understand  some  of  these  things. 
It  is  said  with  regard  to  the  hostility  of  the  public  to  the  utility  that  without  in 
any  way  excusing  the  corporation  from  its  sins  of  the  past  or  of  the  present 
where  they  still  exist,  the  trouble  is  now  understood  by  the  corporation,  partly 
at  least;  and  it  must  be  conceded,  that  just  at  present  the  fault  lies  more  with 
the  public  than  with  the  corporation. 

31 — Valuation. 

Evaluation  and  Transportation  Service  of  the  Los  Angeles  Rail- 
way Corporation,  Journal  of  Electricity,  Power  and  Gas,  2  pages, 
January  17,  1914,  p.  60. 

This  discusses  the  inventory  and  report  of  the  findings  of  the  Board  of  Public 
Utilities  of  Los  Angeles  on  the  system  and  service  of  the  Los  Angeles  Railways 
Corporation,  made  with  view  to  regulating  street  railway  rates  of  fare.  The 
work  was  in  charge  of  George  A.  Damon  and  Bion  J.  Arnold,  and  a  large  part 
of  the  valuation  work  was  done  by  the  engineering  staff  of  the  Board  of 
Public  Utilities.  The  letter  of  the  president  of  the  Board,  transmitting  the 
reports  to  the  council  is  given,  and  the  condensed  report.  An  outline  is 
given  of  the  disadvantages  under  which  both  city  and  company  are  working, 
and  the  conclusion  formed  that  it  is  advisable  for  the  two  to  cooperate  and 
enter  into  a  settlement  agreement. 

PUBLIC  SERVICE  REGULATION 

2 — Public  Service  Regulation. 

The  Public  Service  Commission — Its  Work  and  Its  Aim  :  A  Sym- 
posium on  Features  of  Public  Utility  Regulation.  Electrical  En* 
(jinccring,  9y2  pages,  January,  1914,  p.  25. 

This  states  that  there  has  probably  been  no  development  in  connection  with 
the    operation    and    management    of    public    utilities,    that    has    been    given    more 
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careful  thought  during  the  year  L913  than  the,  subject  of  relations  with  the 
public  and  regulation  by  public  service  commissions.  The  problems  involved 
are  now  being  squarely  faced  by  both  commissions  and  public  utility  manage- 
ments and  regulation  by  the  former  is  now  or  will  soon  be  an  established 
procedure  in  every  state  in  the  Union,  to  be  carried  on  for  a  particular  and 
definite  benefit  to  the  central  station  industry  and  the  public.  Opinions  on 
public  service  regulation  are  given  from  the  following  sources:  the  N.  E.  L.  A. 
Bulletin;  Dr.  J.  Franklin  Meyer,  associate  physicist  Bureau  of  Standards; 
John  H.  Roemer,  chairman  Railroad  Commission  of  Wisconsin;  G.  A.  Lee, 
former  chairman  Public  Service  Commission  of  Washington;  Richard  McCulloch, 
vice-president  United  Railways  of  St.  Louis,  St.  Louis,  Mo.;  G.  L.  Myers,  secre- 
tary, Pacific  Power  and  Light  Co.,  and  J.  H.  Pardee,  president  the  J.  G.  White 
Management  Corporation. 

2 — Public  Service  Regulation. 

Address  of  Mr.  John  W.  Lieb,  Jr.,  Before  the  Alumni  of  Stevens 
Institute,  January  9,  1914. 

This  discusses  the  importance  of  commission  personnel.  It  reviews  the  powers 
given  by  public  utility  laws  to  commissioners,  and  states  that  it  is  obvious 
that  no  single  person  could  hope  to  possess  the  wide  knowledge  of  public 
affairs,  legal  training,  business  experience,  breadth  of  learning,  and  scientific 
knowledge  necessary  to  cover  individually  and  competently  so  vast  and  diversi- 
fied a  field.  It  requires  in  the  Commissioners  themselves  ability  of  the  highest 
order  to  digest  the  reports,  briefs  and  statistics  submitted  for  their  considera- 
tion and  to  draw  proper  conclusions  from  the  evidence  and  testimony,  often 
contradictory  and  involved,  of  the  expert  witnesses,  which  come  before  them 
in  the  hearings  and  investigations,  and  then  to  issue  decrees  and  orders  which, 
while  in  the  public  interest,  shall  be  just  and  fair  to  the  corporations.  It 
must  be  obvious  that  the  presence  of  a  technically  educated  and  scientifically 
trained  member  on  the  commission  would  be  of  enormous  assistance  and  value 
in  its  work,  only  second  in  importance  to  the  presence  of  a  representative 
of  the  legal  profession. 

265 — Co-operation  of   Public  Service   Companies  with  Regulatory 
Bodies. 

Real  Co-operation  in  Wisconsin,  Editorial,  Electrical  World,  Janu- 
uary  24,  1914,  p.  181. 

This  comments  on  the  spirit  of  cooperation  between  commission  and  companies 
shown  in  the  last  two  conventions  of  the  Wisconsin  Electrical  Association.  It 
is  said  that  this  relation  is  admirable  and  worthy  of  emulation  in  all  states 
having  public  utility  commissions.  The  electrical  men  recognize  the  high  character 
of  the  Wisconsin  commission  and  the  spirit  of  justice  which  pervades  it.  They 
are  striving  earnestly  to  comply  with  the  commission's  requirements,  and  in  its 
turn  the  commission  talks  things  over  with  the  utility  men  and  does  not  put  any 
new  regulations  into  effect  without  first  giving  the  men  vitally  affected  an 
opportunity  to  present  their  views  of  the  situation. 

2 — Public  Service  Regulation. 

Address  of  James  E.  Sague  Before  the  Alumni  of  Stevens 
Institute,  January  9,  1914. 

This  states  that  the  great  problem  to  be  studied  in  regard  to  regulation  is  how 
an  enterprise  can  be  regulated  efficiently  and  fairly  in  tbe  public  interest  and 
at  the  same  time  preserve  to  those  who  are  handling  it  their  right  to  enthusiastic 
*and  successful  work,  and  to  the  stockholders  their  just  return  and  their  just 
share  too,  of  the  enthusiasm  which  comes  from  participation  in  work  well  done. 
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The  opinion  is  advanced  that  there  are  far  too  many  laws  passed,  too  many 
orders,  and  little  of  patient  study  by  experts  of  the  finances,  general  conditions, 
and  service  of  the  corporations  which  are  supposed  to  be  under  control. 

The  great  difficulties  of  various  kinds  which  Commissioners  in  their  work  have 
to  face  are  touched  upon.  It  is  said  that  legislation  involving  details  of  operation 
should  be  a  matter  of  last  resort.  It  is  too  inflexible  and  cannot  allow  for  the 
varying  conditions  of  service.  Regulation  by  a  fair  Commission  is  much  to  be 
preferred,  and  such  regulations  should  be  founded  upon  as  complete  knowledge  as 
possible,  and  following  constant  efforts  to  obtain  an  understanding  of.  the  complex 
conditions  involved.  With  regard  to  the  relations  of  corporations  with  the  regu- 
latory bodies,  the  statement  is  made  that  there  seems  to  be  a  new  spirit  in 
connection  with  this — a  spirit  of  working  together,  of  giving  the  community 
what  they  are  fairly  entitled  to.  It  is  said  that  there  is  hardly  any  improve- 
ment which  is  so  much  needed  throughout  the  state  and  country  as  an  im- 
provement in  municipal  administration ;  that  some  of  the  difficulties  which 
are  imposed  upon  public  service  corporations,  especially  upon  street  railroads,  by 
the  utter  lack  of  consideration,  the  utter  lack  of  general  sense  of  public  duty, 
as  it  might  be  called,  of  the  average  Board  of  Aldermen,  is  astounding. 

222 — Accounts. 

New  Legislation  and  Accounts,  by  Adolphe  Rafter.  The  Gas  Age, 
±14  pages,  January  15,  1914,  p.  67. 

This  comments  on  the  good  which  has  been  done  by  the  standardization  of  ac- 
counts under  commission  regulation,  and  urges  the  necessity  of  all  companies' 
adopting  the  best  uniform  systems  in  order  to  keep  their  accounts  ready  for 
commission  use  at  any  time.  Various  requirements  of  the  Illinois  law  are 
quoted,  to  show  the  desirability  of  the  most  advanced  accounting  for  com- 
panies which  are  under  commission  control.  The  effect  which  the  demands  of 
certain  laws,  such  as  the  income  tax  law,  employers'  liability,  and  stock  trans- 
fer laws,  will  have  upon  the  accounting  of  public  utilities,  is  noted.  The 
statement  is  made  that  it  is  important  that  the  book  accounts  should  be  so 
contrived  that  all  these  varying  conditions  can  be  readily  ascertained  by  refer- 
ence to  the  books  and  not  to  the  memoranda  that  might  get  lost. 

2 — Public  Service  Regulation. 

Mr.  Sague's  Criticism  op  Commissions,  Editorial,  Electric  Railway 
Journal,  January  17,  1914,  p.  109. 

This  comments  on  Mr.  Sague's  statement  at  the  meeting  of  the  alumni  of 
Stevens  Institute  of  Technology  that  there  are  far  too  many  laws,  too  many 
orders,  and  too  little  patient  study  of  corporations.  The  statement  is  made  that 
Mr.  Sague's  work,  since  his  appointment  by  Governor  Hughes,  in  1907,  makes 
him  competent  to  pass  this  criticism.  It  is  said  that  these  criticisms  are 
just  as  appropriate  for  the  entire  legislative  situation  as  for  regulating  com- 
missions. Laws  and  orders  have  come  down  in  a  Hood.  Almost  all  the  com- 
missions and  legislatures  have  swelled  the  volume.  It  is  a  fair  conclusion  to 
say  that  if  there  had  been  fewer  laws  and  orders  there  would  have  been  a 
more  salutary  treatment  of  corporation  affairs  and  troubles.  The  present  need 
of  the  corporations  is  that  business  may  have  time  to  rest  and  grow  strong. 
A  long  period  of  relief  from  laws  and  orders  will  help  to  restore  normal  con- 
ditions. 

221.1 — Issues  of  Stocks  and  Bonds. 

Stocks  Without  Par  Value,  Editorial,  Electrical  World,  January 
24,  1914,  p.  181. 

This  comments  on  the  address  of  Mr.  William  II.  Winslow  referred  to  in  4  Rate 
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Research  2G8  in  which  he  suggested  the  device  of  issuing  stock  without  par 
value  to  encourage  new  public  utility  enterprises.  It  is  recognized  that  strict 
regulation  has  made  the  financing  of  the  smaller  utilities  difficult.  The  statement 
is  made  that  it  is  open  to  question,  however,  whether  a  strict  regulating  com- 
mission would  permanently  permit  a  schedule  of  rates  high  enough  to  provide 
earnings  on  stock  that  had  no  admitted  or  claimed  value  or  whether  it  would 
sooner  or  later  restrict  earnings  closely  to  a  return  on  actual  value.  This  is, 
however,  said  to  be  a  question  for  promoters  to  reckon  with.  If  they  are  satisfied 
to  take  chances  on  stock  without  par  value,  as  they  formerly  did  in  many  cases 
on  stock  with  par  value  but  without  much  if  any  actual  value  in  physical  prop- 
erty, the  industrial  development  of  the  smaller  class  of  communities  is  sure  to 
6e  furthered. 

2 — Public  Service  Regulation. 

The  Regulation  of  Public  Utilities,  by  George  L.  Hoxie.  An  Ad- 
dress before  the  Los  Angeles  City  Club. 

This  states  that  there  seem  to  be  two  schools  of  thought  with  regard  to  the 
handling  of  big  business,  one  advocating  the  most  detailed  regulation  of  all 
businesses,  and  believing  that  not  only  the  public  utilities,  but  organizations 
like  the  sugar  and  steel  trusts,  should  be  supervised  in  the  greatest  detail,  and 
told  what  they  must  pay  for  what  they  buy  and  what  they  shall  charge  for 
what  they  sell;  the  other  holding  that,  while  some  regulation  is  necessary  in  the 
case  of  natural  monopolies,  it  should  simply  be  enough  to  prevent  the  oppres- 
sion of  the  weak  by  the  strong.  The  arguments  of  both  these  schools  of  thought 
are  given.  Attention  is  drawn  to  the  collossal  changes  in  methods  of  doing  busi- 
ness made  in  the  past  under  private  ownership  and  direction,  which  would  have 
been  practically  impossible  if  the  organizations  had  been  closely  regulated.  The 
fact  is  noted  that  the  investor  should  be  considered,  since  anything  that  injures 
the  railroads  or  other  organizations,  will  injure  chiefly  the  many  small  in- 
vestors, since  magnates,  who  are  few  in  comparison,  will  read  the  signs  of  the 
times,  and  get  out  from  underneath.  There  is  a  consideration  of  the  high  cost 
of  money  at  present,  of  the  causes  underlying  the  scarcity  of  capital,  and  of 
the  influence  of  this  scarcity  upon  fair  rate  of  return. 

268 — Public  Service  Laws. 

Nebraska  Utilities  Legislation,  Public  Service  Regulation,  January, 
1914,  p.  5. 

This  gives  briefly  provisions  affecting  Nebraska  utilities,  including  the  act  pro- 
viding for  county  ownership  of  telephones;  the  blue  sky  law;  the  modification 
of  the  Lincoln  charter  permitting  municipal  ownership;  the  acts  concerning 
crossing  protection,  the  extension  of  equal  facilities  to  shippers,  telephone  rates 
and  interconnection. 

2 — Public  Service  Regulation. 

Address  of  Newcomb  Carlton  Before  the  Alumni  of  Stevens  In- 
stitute, January  9,  1914. 

This  asserts  that  the  present  difficulty  in  public  service  regulation  lies  in  the 
fact  that  "a  temporary  body  (and  the  Commissions  are  but  temporary  bodies) 
attempting  to  exercise  judicial  legislative  and  executive  functions' — without 
precedent,  experience  in  many  of  the  matters  to  be  regulated,  and  with  necessarily 
superficial  hearings — cannot  in  fact  distribute  equity  to  all  parties  concerned; 
they  are  necessarily,  and  because  of  their  quasi-political  character — consciously 
or  unconsciously — prejudiced  in  favor  of  their  constituents.  To  overcome  this 
great  impediment,  we  must  advance  Commissions  as  nearly  as  possible  to  the 
permanent  status  of  a  Court,  with  the  respect,  honor  and*  dignity  that  attach 
to  a  properly  constituted  judicial  body." 
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2 — Public  Service  Regulation. 

The  Railroad  Commission  and  the  Public,  by  John  S.  Eastwood, 
Journal  of  Electricity,  Power  and  Gas,  3  pages,  January  17,  1914, 
p.  51. 

This  states  various  reasons  why  municipalities  should  not  have  power  to 
make  rates  for  the  public  service  companies  serving  them.  It  is  said  that  the 
rates  as  well  as  the  finances  of  the  public  service  companies  should  be  regu- 
lated by  the  railroad  commission,  because  it  is  the  only  fair  tribunal  capable 
of  coming  to  a  just  decision  as  to  the  relations  of  the  public  service  com- 
panies to  the  public  and  the  public  to  the  public  service  companies;  because  it 
is  the  only  way  that  confidence  can  be  restored  in  the  public  service  securities, 
and  stability  given  to  the  investment;  because  this  stability  inures  to  the 
benefit  of  the  consumer  who  will  thereby  receive  the  maximum  of  service  at 
the  minimum  cost ;  and  because  the  public  needs  protection  from  the  exactions 
of  the  public  service  companies,  and  the  public  service  companies  need  to  be 
protected   from    the   avarice   of   the   public. 

GENERAL 

149 — Holding  Companies. 

The  Holding  Company  and  its  Part  in  Central  Station  Progress, 
by  George  Williams,  Electrical  Engineering,  2  pages,  January,  1914, 
p.  22. 

This  states  that  it  would  be  a  rather  difficult  matter  at  the  present  time  to  find 
a  patron  of  a  syndicated  utility  company  who  would  prefer  to  go  back  and  buy 
service  from  a  former  company  that  supplied  it  under  the  old-time,  independent 
conditions  of  management ;  that  the  preference  of  the  investor  for  shares  in  a 
group  of  scattered  companies  rather  than  for  the  stock  of  one  local  company  is 
apparent  and  well  known.  There  is  a  review  of  some  of  the  causes  of  the  evolu- 
tion which  has  taken  place  in  recent  years,  and  is  grouping  the  larger  portion 
of  the  gas,  electric  and  traction  interests  in  this  country.  It  is  said  that  the 
progress  of  syndication  is  as  certain  as  the  law  of  gravitation  for  every  un- 
biased mind  will  recognize  that  the  grouping  of  public  service  properties  is 
just  as  normal  and  beneficial  as  the  grouping  of  the  many  railroads  that  at 
one  time  connected  New  York  with  Chicago.  That  these  consolidations  should 
be  successful  is  logical.  The  investment  is  safer,  the  service  is  improved  and 
made  more  accessible  to  more  people  and  for  more  purposes.  The  price  of  the 
product  itself  is  lower  and  the  service  given  with  it  multiplies  the  usefulness 
of  the  jnoduct  to  the  purchaser. 

13 — Protection  of  the  Corporation. 

Address  op  Dr.  Alexander  C.  Humphreys  Before  the  Alumni  of 

Stevens  Institute,  January  9,  1914. 

This  states  that  in  the  growth  of  the  electrical  industry  great  problems  were 
to  be  solved,  physical  and  financial,  and  they  were  solved  only  by  the  patient, 
persistent,  determined  prosecution  of  plans  boldly  conceived  by  promoters ;  and 
generally  carried  through  temporary  failures  to  final  success  by  the  united 
efforts  of  bankers,  men  of  affairs,  engineers,  and  others,  not  forgetting  the 
small  investors.  These  pioneer  labors  have  been  for  the  benefit  of  the  coun- 
try as  a  whole,  and  therefore  it  ill  becomes  the  representatives  of  the  people 
today  to  deny  to  these  pioneers  and  their  successors  a  rightful  participation 
in  the  fruits  of  these  hardly  won  successes.  With  regard  to  the  public  util- 
ities, the  legislation  and  regulation,  which  in  the  final  analysis  will  stand 
the  test  of  time  and  will  accord  justice  to  the  producer  and  consumer,  must 
take  full  account  of  the  inherent  physical  and  financial  limitations  within  which 
these  properties  are  forced  to  operate.  To  this  end  men  technically  trained 
in  all  branches  of  public  utility  construction  and  operation  must  have  their 
full  share  in  the  formulation  of  the  regulatory  laws  and  the  administration 
and  enforcement  of  these  laws. 
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RATES 

NORRISTOWN,  PA. 

72 — Rate  Schedules. 

The  Counties  Gas  &  Electric  Company,  Norristown,  Pennsj-lvania, 
has  announced  the  following  rates,  effective  December  31,  1913. 

NORRISTOWN. 

Electric  Lighting. 

Rate. 

10c  per  k.  w.  hr.  for  the  first  200  k.  w.  hrs.  per  month. 
7c     "  "  "       "  next     50 

5c     "         "  "       "     "        100  " 

4c     "  "  "     over  350  "  " 

Discount. 

Bills  to  be  rendered  at  one  cent  per  kilowatt-hour  above  the  foregoing  rates 
and  subject  to  a  discount  of  one  cent  per  kilowatt-hour  if  paid  at  the  office 
of  the  company  within  ten  days  after  presentation. 


Minimum  Charge. 

$1.50  per  meter 

per 

month. 

Electric  Power. 

Rate. 

10c  per  k.  w. 

hr. 

for  the  first  100 

7c     " 

a 

"  next   100 

6c     " 

it 

"     "        100 

5c     " 

(6 

"     "       100 

4c     " 

U 

"     "        400 

3c     " 

U 

"     '•        500 

2c     " 

tt 

over        1300 

Discount. 

Bills  to  be  rendered  at  one  cent  per  kilowatt-hour  above  the  foregoing  rates 
and  subject  to  a  discount  of  one  cent  per  kilowatt-hour  if  paid  at  the,  office 
of  the  company  within   10  days  after  presentation. 

When  the  current  consumption  for  any  month  computed  at  the  aforesaid 
rates  exceeds  $75,  the  consumer  shall  be  entitled  to  a  further  discount  of  10% 
thereon,  provided  the  amount  of  such  further  discount  shall  not  reduce  the 
amount  due  for  such  consumption  to  an  amount  less  than  $75.00. 


Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Supplementary  Discount. 

No.  1.  Where  the  company  supplies  the  consumer  with  electric  energy  at  the 
primary  voltage  of  its  distribution  line,  and  the  consumer  furnishes  the  neces- 
sary transformers,  a  further  discount  of  5%  will  be  allowed  from  the  monthly 
bill,  figured  at  the  aforesaid  rate. 

No.  2.  If  the  Power  Factor  on  the  entire  load,  due  to  a  lagging  current  is 
maintained  at  95%  or  better,  a  further  discount  of  5%  will  be  allowed  on 
bills  figured  at  the  aforesaid  rate. 

Minimum  Charge. 

No  bill  submitted  on  this  schedule  less  than  $2.00.  If  the  connected  load 
of  a  consumer  is  more  than  2  h.  p.  the  minimum  charge  shall  be  $1.00  per 
h.  p.  for  all  connected  load. 

MAIN  LINE. 

The    following    rates    apply    to    Consumers    on    Company's    Distribution    Lines 
suitable   for  supplying  service   demanded: 

Electric  Lighting. 

Rate. 

10c  per  k.  w.  hr.  for  the  first  200  k.  w.  hrs.  per  month. 

7c     "  "  "       "  next     50  " 

5c     "         "  "       "     "        100         "  "        " 

4c     "         "  "     over         350 


Minimum 

Charg 

e. 

$1.00 

per 

meter 

per 

month. 

;ctric 

Power. 

Rate. 

10c 

per 

k.  w. 

hr. 

for 

0-100 

9c 

.. 

" 

ii 

101-300 

8c 

a 

a 

(6 

301-600 

7c 

a 

a 

(t 

'  601-1000 

6c 

a 

a 

a 

1001-1500 

5c 

a 

a 

it 

1501-2000 

4c 

a 

it 

a 

2001-2500 

3c 

a 

a 

a 

over  2500 

2V2c 

a 

a 

(( 

10000  or  more 

k.  w.  hrs.  per  month. 


Minimum   Charge. 

No  bill  submitted  under  this  schedule  less  than  $1.00.  If  the  connected  load 
of  a  consumer  is  more  than  1  h.  p.,  the  minimum  charge  shall  be  $1.00  per 
h.  p.  for  all  connected  load. 

CONSHOHOCKEN. 

The   following  rates   apply   to  consumers  on   company's   distribution   lines    suit- 
able   for    supplying    service    demanded. 

Electric    Lighting. 
Rate. 
10c  per  k.  w.  hr.  for  the  first  200  k.  w.  hrs.  per  month. 

7c     "  "  "       "  next     50 

5c     "         "  "       "     "        100         "  "        " 

4c     "         "  "     over         350 

Discount. 

Bills  to  be  rendered  at  one  cent  per  kilowatt-hour  above  the  foregoing  rates 
and  subject  to  a  discount  of  one  cent  per  kilowatt-hour  if  paid  at  the  office 
of  the  company  within  ten  days  after  presentation. 


Electric  Power. 
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Minimum  Charge. 

$1.50  per  meter  per  month. 

Sliding  Scale  Rate. 

10c  per  k.  w.  hr.  for  the  first  100  k.  w.  hrs.  per  month. 
7c     '•         "  '•       "  next  100 

6c     "         "  "       "     "       100 

5c     "         "  "       "     "        100  "  "        " 

4C     "  «  "        "     «        4oo  "  "         " 

3c     "  "  "       "     "        500 

2c     "         "  "     over        1300 

Discount. 

Bills  to  be  rendered  at  one  cent  per  k.  w.  hr.  above  the  foregoing  rates  and 
subject  to  a  discount  of  one  cent  per  k.  w.  hr.  if  paid  at  the  office  of  the 
company  within  ten  days  after  presentation.  When  the  current  consumption 
for  any  month  computed  at  the  aforesaid  rates  exceeds  $75,  the  consumer 
shall  be  entitled  to  a  further  discount  of  10%  thereon,  provided  the  amount 
of  such  further  discount  shall  not  reduce  the  amount  due  for  such  consump- 
tion to  an  amount  less  than  $75.00. 

Supplementary  Discounts. 

No.  1.  Where  the  company  supplies  the  consumer  with  electric  energy  at  the 
primary  voltage  of  its  distribution  line,  and  the  consumer  furnishes  the  neces- 
sary transformers,  a  further  discount  of  5%  will  be  allowed  from  the  monthly 
bill,  figured  at  the  aforesaid  rate. 

No.  2.  If  the  Power  Factor  on  the  entire  load,  due  to  lagging  current,  is 
maintained  at  95%  or  better,  a  further  discount  of  5%  will  be  allowed  on 
bills  figured  at  the  aforesaid  rate. 

Minimum  Charge. 

No  bill  submitted  on  this  schedule  less  than  $2.00.  If  the  connected  load  of 
a  consumer  is  more  than  2  h.  p.,  the  minimum  charge  shall  be  $1.00  per  h.  p. 
for  all  connected  load. 

Demand  Rate. 

10c  per  k.  w.  hr.  for  the  first    20  k.  w.  hrs.  per  month  per  h.  p. 
6c  per  k.  w.  hr.  for  the  first  100  k.  w.  hrs.  per  month  in  excess  of  the  above. 
4c  per  k.  w.  hr.  for  the  next  900  k.  w.  hrs.  per  month. 
21/>c  per  k.  w.  hr.  for  over  1000  k.  w.  hrs.  per  month. 

Rating  of  Demand. 

Under  10  h.  p.  demand,  connected  load. 

From  10  h.  p.  to  50  h.  p.  in  one  motor,  90%   connected  load. 

From  10  h.  p.  to  50  h.  p.  in  more  than  one  motor,  80%  connected  load. 

Over  50  h.  p.  demand  obtained  from  curve  drawing  instruments  when  the 
demand  will  be  taken  as  the  highest  average  demand  during  any  5  consecu- 
tive minutes  during  the  month. 

Minimum  Charge. 

No  bill  submitted  on  this  schedule  less  than  $1.00. 
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SUPERIOR,  WISCONSIN 

72 — Rate  Schedules. 

The  Superior  Water  Light  and  Power  Company,  Superior  Wis- 
consin (pop.  40,384),  have  modified  the  schedule  of  rates  effective 
December  5,  1912  (See  2  Rate  Research,  136-137).  The  former 
"General  Lighting  Rate"  has  been  divided  into  "Residence  Lighting 
Rate"  and  "Commercial  Lighting  Rate"  and  the  latter  includes  the 
old  "Sign  and  Outside  Decorative  Lighting  Rate"  and  "Window 
Show  Case  and  Basement  Lighting  Rate."  The  new  rates  effective 
January  1,  1914,  are  as  follows: 

RESIDENCE  LIGHTING  RATE. 

For  all  electric  energy  furnished  residences,  dwellings,  flats  and  private  boarding 
houses  for  lighting.  This  service  may  include  energy  for  other  uses  than  light- 
ing, where  appliances  of  not  over  600  watts  capacity,  each,  are  employed,  whose 
aggregate  demand  does  not  require  special  wiring  or  enlarged  meter  or  trans- 
former capacity. 

Rate. 

IOV-j  cents  per  kilowatt-hour  for  all  or  part  of  first  6  kilowatt-hours  used 
per  month  in  house  having  3  rooms  or  less,  plus  2  kilowatt-hours  for  each 
additional  room. 

8*4  cents  per  kilowatt-hour  for  all  or  part  of  next  6  kilowatt-hours  used 
per  month  in  house  having  3  rooms  or  less,  plus  3  kilowatt-hours  for  each 
additional  room. 

6  cents  per  kilowatt-hour  for  all  energy  used  in  excess  of  12  kilowatt- 
hours  per  month  in  house  having  3  rooms  or  less,  plus  5  kilowatt- 
hours  for  each  additional  room. 

Determination  of  Rooms. 

In  applying  the  above  rate,  the  count  of  rooms  is  to  be  made  on  the  so-called 
Real  Estate  Agents'  rental  basis  (which  excludes  bathrooms,  hallways  and 
unfinished  attics  and  basements),  except  that  rooms  having  an  area  of  more 
than  300  sq.  ft.  will  count  as  2  rooms.  Where  two  or  more  rooms  exceed 
300  sq.  ft.  each,  only  one  extra  room  will  be  counted  for  each  300  sq.  ft.  of 
excess  area. 

The  following  is  a  tabulation  of  above  rate: 

Add  fur  each 

Number  of  Rooms                     1-3456789  10  11  12  13  room 

KW.H.  @  10£c.  1st 6        8        10        12        14        16       18  20  22  24  26  2 

K.W.H.  @    8ic  next 6        9        12        15        18       21       24  27  30  33  36  3 

KW.H.®    6  c.  all  over 12      17        22        27       32       37       42  47  52  57  62  5 

Minimum  Monthly  Bill 50c.    50c     50c.     60c.     70c.     80c.     90c.  $1.00  $1.10  $1.20  $1.30  10c. 

Prompt  Payment  Discount. 

One  cent  per  kilowatt-hour  when  paid  on  or  before  10  a.  m.  on  16th  and 
one-half  cent  per  kilowatt-hour  when  paid  later  than  this,  but  not  later  than 
10  a.  m.  on  the  26th  of  month  following  that  for  which  bill  is  rendered. 
When  the  15th  or  16th  falls  on  a  Sunday  or  holiday,  discounts  allowed  until 
10  a.  m.  on  the  17th;  and  until  10  a.  m.  on  the  27th,  when  the  25th  or  26th 
falls  on  a  Sunday  or  holiday. 

Minimum  Charge. 

1  to  5-room  house  or  flat,  50  cents,  plus  10  cents  for  each  additional  room. 
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Lamp  Renewals. 

Lamps  may  be  purchased  from  the  company  at  prices  as  published.  No  allow- 
ance for  lamps  returned.  The  company  assumes  no  responsibility  for  lamps 
after  they  have  been  delivered  to  the  consumer. 

Term  of  Contract. 

This  agreement  shall  remain  in  force  for  the  term  stated,  if  any,  and  in  any 
event,  for  the  full  period  during  which  service  is  taken  and  until  three  days 
after  receipt  at  the  company's  office  of  written  notice  from  the  consumer  of  his 
wish  to  discontinue.  A  term  contract  may  be  required  when  special  investment 
is  required   in  order  to   furnish  service. 

Terms  and  Conditions. 

When  electric  mains  pass  in  front  of  a  house,  a  charge  of  $5.00  is  made  for 
the  labor  cost  of  running  service  wires.  When  two  or  more  houses  are  con- 
nected at  the  same  time,  by  extending  a  single  service  drop  from  house  to 
house  and  when  the  distance  between  the  houses  is  less  than  20  feet,  the  charges 
are  as  follows: 

"V-  2    houses    $  7.50 

3  "  9.00 

4  "  10.00 

5  "  11.00 

COMMERCIAL   LIGHTING   RATE. 

This  service  may  include  energy  for  other  uses  than  lighting  when  motors  or 
other  appliances  of  not  over  750  watts  capacity  each  and  not  over  1500  watts 
aggregate  capacity  are  used. 

Rate. 

10^2  cents  per  kilowatt-hour  for  all  or  part  of  first  3  kilowatt-hours  used  per 
month  per  100  watts  of  active  load. 

8%  cents  per  kilowatt-hour  for  all,  or  part,  of  next  6  kilowatt-hours  used 
per  month  per  100  watts  of  active  load. 

6  cents  per  kilowatt-hour  for  all  current  used  in  excess  of  9  kilowatt- 
hours  per  month  per  100  watts  of  active  load. 

Determination  of  Active  Connected  Load. 

Active  connected  load  shall  in  every  case  be  a  percentage  of  total  connected 
load  consisting  of  lamps,  appliances,  etc.,  installed  upon  consumers'  premises, 
and  shall  be  fixed  as  follows: 

Class ' 'A. ' ' — Window,  sign,  basement-salesroom  and  outside  decorative  lighting. 
66%%  of  the  total  connected  load  shall  be  deemed  active. 

Class  "B." — Stores,  offices,  etc. 

70%   of  the  total  connected  load  shall  be  deemed  active  when   such   load  is 

equal  to  or  less  than  2%  kilowatts. 

55%   of  such  connected  load  over  and  above  2%   kilowatts   shall  be  deemed 

active,  provided  that  lamps  used  exclusively  in   space  devoted  to  the  storing 

of  goods  shall  be  treated  as  20%  active  and  shall  not  be  included  in  the  2% 

kilowatts  specified  above. 

Class  "C." — Public  buildings,  churches,  hotels,  factories. 

55%  of  the  total  connected  load  shall  be  deemed  active. 

In   classes   "A,"   "B"   and   "C,"   the   minimum   connected   load   to   be   used   in 

figuring  active  load  shall  be  200  watts. 

Prompt  Payment  Discount. 

Same  as  for  residence  lighting. 

Note:  On  bills  owed  by  the  United  States  of  America,  the  State  of  Wiscon- 
sin, the  County  of  Douglas  and  the  City  of  Superior,  an  additional  30  days' 
time  is   allowed  without  forfeiture   of  discount. 
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Quantity  Discounts. 

1st  250  kilowatt-hours  per  month,  discount. 
2nd  250  "  "  " 

a  a  a 


it 
n 


3rd  250 
4th  250 
5th  250 
6th  250 
7th  250 
All  additional  consumption,  discount. 


cc 

li 

<  i 


.None 

.   .5  cents  per  kilowatt-hour 

1  U  i(  i  {  ti 

.2. 

.2.5       " 
.3. 
.1.5       " 


The  average  discounts  are  as  follows: 

Average  Discount. 

Monthly  consumption  of      500  kilowatt-hours 25  cents  per  kilowatt-hour 

ti  tl  a  7^0  '*  il  ^  "  ic  lt  " 

1,000  "  "      .".."..".'   J5  " 

1,250  "  "      1. 

1,500  "  "      1.25  " 

1,750  "  "  and  over  1.5  " 


a 
it 

<  < 


Minimum  Charge. 

Net  50  cents  per  month  for  500  watts  or  less  of  connected  load,  plus  5  cents 
for  each  additional  50  watts  connected. 

Lamp  Renewals. 

Same  as  for  residence  lighting. 

Term  of  Contract. 

Same  as  for  residence  lighting. 


COMMISSION  DECISIONS 
IDAHO 

148 — Competition. 

Village  of  "Wendell  vs.  Great  Shoshone  &  Twin  Falls  Water 
Power  Company,  Alleging  Unreasonable  Rates  and  Discriminatory 
Practices.  Decision  of  the  Idaho  Public  Service  Commission,  Order- 
ing that  Discriminatory  Practices  be  Discontinued  and  Providing  for 
an  Investigation  of  the  Rate  Situation.    December  30,  1913. 

The  Great  Shoshone  and  Twin  Falls  Water  Power  Company  furnishes 
.electric  service  in  a  number  of  towns  and  villages  in  the  State  of 
Idaho.  The  petition  alleges  that  rates  charged  in  Wendell  are  un- 
reasonable and  higher  than  the  company's  rates  in  other  cities.  It 
appears  that  in  the  other  cities  mentioned  the  respondent  is  in  com- 
petition with  the  Idaho  Power  and  Light  Company  and  the  re- 
spondent contends  that  the  rates  of  its  competitor  are  below  cost  in 
these  cities.  The  Idaho  company  is  made  a  party  to  the  proceeding 
and  the  whole  rate  situation  will  be  made  the  subject  of  further  in- 
vestigation. 

65 — Discriminations. 

No  bills  have  been  sent  out  by  the  respondent  company  to  its  patrons 
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in  Gooding,  Glenns  Ferry  and  Mountain  Home  for  service  rendered 
since  August  1,  1913.  It  appears  that  this  was  done  in  an  attempt 
to  hold  its  customers  in  competition  with  the  Idaho  company. 

It  is  against  this  discrimination  that  the  plaintiffs  complain,  and 
the  question  to  be  determined  is  whether  or  not  such  practice  is 
a  discrimination.  It  would  appear  to  us  to  be  so,  for  the  reason 
that  the  defendant  company  might  withhold  the  collection  of  its 
bills  for  such  service  rendered  for  an  unlimited  time  and  virtually 
be  giving  to  its  patrons  the  electrical  service  without  charge ;  in 
other  words,  if  it  should  never  collect  its  bills  for  service  it  would 
be  in  effect  furnishing  such  service  free,  which  is  not  its  schedule 
rate,  to  the  towns  of  Gooding,  Glenns  Ferry  and  Mountain  Home, 
while  charging  its  schedule  rates  to  the  town  of  Wendell  and  other 
towns  in  the  vicinity,  to  which  it  was  furnishing  electrical  current. 

72 — Kate  Schedules. 

The  company's  rates  as  filed  with  the  Commission  are  as  follows: 

12  cents  per  kilowatt-hour  for  first  50  kilowatt-hours  per  month. 
10       "        "  "  "       "    next    "  " 

Discount  for  prompt  payment. 

1   cent  per  kilowatt-hour   if   bill   is   paid  before   the   10th   of  the   succeeding 
month. 

Minimum.  Charge. 

$1.00  minimum  lighting  rate. 

WISCONSIN 

129.3— Refusal  of  Service. 

Investigation  on  Motion  of  the  Wisconsin  Railroad  Commission  of 
the  Refusal  of  Service  by  the  Madison  Gas  and  Electric  Company, 
Madison,  Wisconsin.  Decision  Ordering  the  Company  to  Give  the 
Service,  January  2,  1914. 

The  complainant  desiring  service  of  the  Madison  Gas  &  Electric  Com- 
pany has  been  a  patron  of  the  company  for  the  past  seven  years  at 
different  residences  and  upon  moving  from  a  dwelling  place  he  has 
failed  to  pay  the  company  for  the  last  month's  service  at  such  place. 
The  company  refused  to  furnish  service  at  his  present  residence  un- 
less he  would  pay  his  past  indebtedness. 

The  Commission  restates  the  holdings  given  in  The  Farmers'  Tele- 
phone case,  abstracted  under  the  headings  "Refusal  of  Service"  and 
"Protection  of  the  Corporation,"  4  Rate  Research  261-262.  The 
Commission  holds  that  the  customer  applying  for  service  at  a  new 
place  of  residence  may  be  treated  as  a  new  customer  and  required  to 
make  a  deposit  as  security  for  future  payments. 

Failing  to  establish  or  enforce  a  rule  to  secure  the  prompt  collection 
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of  bills  when  due,  the  company  stands  in  the  position  of  any  other 
creditor  and  must  resort  to  the  courts  to  compel  payment  of  such 
indebtedness.  It  may  refuse  to  furnish  service  in  the  future  unless 
prepayment  is  made,  but  because  of  its  public  duty  it  can  not  con- 
dition such  service  upon  the  liquidation  of  past  charges. 

139.9— Deposits. 

A  further  question  is  presented  in  that  the  company  claims  the  right 
to  apply  the  special  deposit  to  all  past  defaults  of  complainant. 

The  purpose  of  the  deposit  under  the  rule  is  to  secure  prompt  pay- 
ment of  current  bills  when  due,  and  the  rule  cannot  be  extended 
beyond  its  terms  so  as  to  permit  of  the  application  of  the  security 
to  a  purpose  not  therein  expressed,  otherwise  the  rule  might  in  cer- 
tain cases  not  only  defeat  itself  but  allow  the  company  to  do  by 
indirection  what  it  would  be  unlawful  to  do  directly. 

Unfortunate  as  the  company  may  find  itself  in  this  case  because  of 
its  inability  to  collect  what  may  be  a  just  debt  without  resorting 
to  legal  means,  it  seems  to  us  that  in  the  absence  of  any  statutory 
authority  to  that  effect,  service  cannot  be  withheld  from  one  who 
is  willing  to  comply  with  the  rules  and  regulations  requiring  the 
furnishing  of  security  for  the  payment  of  current  bills  when  due, 
although  he  may  be  owing  the  company  for  past  service  at  the 
time. 

While  this  rule  may  seem  to  work  a  hardship  upon  the  company  at 
times  it  should  have  the  effect  of  greater  scrutiny  of  credits  on  the 
part  of  the  company  in  the  future  and  a  more  extensive  applica- 
tion of  the  rule  relating  to  deposits. 


CALIFORNIA 

36 — Depreciation. 

Application  of  the  Palermo  Land  and  Water  Company  for  Permis- 
sion to  Increase  Charges  for  Water  Furnished  in  the  Vicinity  of  the 
Town  of  Palermo,  California.  Decision  of  the  California  Railroad 
Commission,  Fixing  Rates.    December  31,  1913. 

In  discussing  the  proper  determination  of  present  value  for  rate  mak- 
ing purposes,  the  decision  says: 

Without  going  at  length  into  this  subject,  it  is  well  to  call  atten- 
tion to  the  fact  that  since  the  Knoxville  (212  U.  S.  1)  and  Wilcox 
(212  U.  S.  19)  cases  it  is  well  established  that  depreciation  which 
has  actually  occurred  but  which  has  not  been  taken  care  of  in  the 
rates  heretofore  shall  nevertheless  be  deducted  from  the  value  of 
the  property,  and  the  property  in  its  present  condition  is  that 
which  must  be  considered. 


Rate     Research  299 


252—       COMMISSION  ANNUAL  REPORTS 

MASSACHUSETTS 

Recommendations  for  Legislation  Prepared  for  the  Annual  Report 
of  the  Board  of  Gas  and  Electric  Light  Commissioners  of  Mass- 
achusetts for  the  Year  1913. 

The  Board  asks  that  the  legislature  enlarge  or  more  clearly  define  the 
Board's  discretion  respecting  the  approval  of  stock  and  bond  issues. 
The  decision  in  the  Fall  River  Gas  Works  Co.  vs.  Gas  and  Electric 
Light  Commissioners,  214  Mass.  529,  has  been  made  the  basis  for  call- 
ing in  question  the  power  of  the  Board  over  the  issue  of  securities. 
The  act  submittecLby  the  Board  which  it  desires  to  have  enacted  pro- 
vides that  ' '  Said  Board  may  refuse  to  approve  of  the  issue  of  stock 
or  bonds  if  in  its  opinion  such  issue  would  be  inconsistent  with  the 
public  interest." 

The  Board  further  asks  for  an  addition  to  its  staff  as  it  has  been  un- 
able to  dispose  of  its  work  with  promptness  and  thoroughness.  In 
this  connection  the  Board  says: 

149 — Holding  Companies. 

[N]  either  has  the  Board  been  able  ...  to  adequately  exercise 
the  important  authority  conferred  by  the  legislation  of  1913  [See 
3  Rate  Research  365]  over  holding  companies  and  their  numer- 
ous trading  and  managing  subsidiaries.  The  number  of  such  concerns 
is  steadily  growing  and  their  mutual  relations  are  becoming  increas- 
ingly complex. 

NEW  YORK  (2nd  D.) 

Seventh  Annual  Report  of  the  New  York  Public  Service  Com- 
mission, Second  District,  for  the  Year  1913.  Advance  Sheets,  210 
pages. 

Among  the  recommendations  for  amendments  to  the  Public  Service 
Commissions  Law,  the  Commission  urges  that  it  be  given  authority, 
such  as  is  now  possessed  by  the  Interstate  Commerce  Commission,  to 
suspend  for  a  period  not  exceeding  four  months  the  taking  effect  of  ad- 
vanced rates  pending  investigation  as  to  the  reasonableness  of  the  pro- 
posed advance.  The  Commission  refers  particularly  to  the  need  of 
such  additional  power  with  respect  to  the  proper  regulation  of  rail- 
road and  street  railroad  corporations,  telegraph  and  telephone,  ex- 
press, gas  and  electrical  corporations. 

A  report  of  the  work  of  the  division  of-  light,  heat  and  power  is  given 
on  pages  77  to  92,  including  the  acceptance  tests  of  electric  meters, 
testing  of  electric  meters  in  service,  and  inspection  of  overhead  lines. 
The  work  of  the  division  of  statistics  and  accounts  is  discussed.  In 
appendices  to  the  report,  a  number  of  statistical  comparisons  are  pub- 
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lished,  including  a  table  showing  the  comparative  cost  of  fuel  for  steam 
power  used  in  generating  electricity  by  different  electrical  corpora- 
tions; and  tables  showing  for  electrical  and  gas  corporations  the 
amount  of  their  stocks  outstanding  and  the  dividends  declared  during 
the  year  on  each  class  of  stock. 

33 — Capitalization. 

An  important  discussion  is  given  of  the  division  of  capitalization. 
The  report  says  that  in  many  respects  in  the  supervision  of  the  issues 
of  securities,  the  most  important  and  complicated  duties  are  assigned 
to  the  Commission,  involving  careful  supervision  over  uniform  ac- 
counts to  secure  correct  statements  of  financial  conditions  and  requir- 
ing extensive  investigation  of  the  company  making  application  for 
authority  to  issue  securities.  The  following  paragraph  is  quoted  from 
this  discussion : 

144 — Mergers. 

Applications  for  permission  to  consolidate  or  merge,  and  from  cor- 
porations controlled  by  holding  companies,  are  constantly  before 
the  Commission.  In  this  connection  the  Commission  has  had  less 
difficulty  in  securing  adequate  service  from  corporations  which  are 
controlled  or  operated  by  interests  of  sufficient  magnitude  to  war- 
rant the  employment  of  high  grade  men  as  executives.  Such  inter- 
ests also  have  a  keen  eye  to  the  securing  of  additional  business  and 
development  of  the  territory,  which  in  many  cases  has  caused  them 
to  adjust  voluntarily  their  rates  in  order  to  secure  it.  On  the  other 
hand,  their  capitalization  requires  careful  scrutiny,  as  it  has  long 
been  the  custom  in  the  business  world  when  bringing  about  changes 
and  economies  to  issue  sufficient  securities  to  capitalize  the  future 
for  a  long  period  in  advance.  In  cases  of  miscalculations  where 
this  is  done,  it  results  in  receivership,  unreasonable  rates,  and 
what  is  most  important,  poor  service.  The  Commission  has  by  ex- 
perience therefore  found  it  necessary  in  applications  of  this  char- 
acter to  make  a  most  exhaustive  examination  of  the  accounts  of  the 
applicants.  All  such  matters  are  now  decided  only  after  examina- 
tion has  been  made,  supplemented  by  such  engineering  investigation 
as  may  be  necessary. 

The  Commission  is  thus  afforded  an  approximately  correct  state- 
ment of  the  financial  and  physical  condition  of  the  properties  in- 
volved. 

268—  PUBLIC  SERVICE  LAWS 

HAWAII 

The  Public  Utilities  Commission  of  Hawaii  was  created  by  an  act 
passed  April  19,  1913,  and  amended  April  28,  1913.  The  act  which 
became  effective  July  1,  provides  for  a  board  of  three  commissioners 
holding  office  for  terms  of  three  years. 
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PHILIPPINE  ISLANDS 

The  appointment  of  a  public  utilities  commission  in  the  Piiii.lipine 
Islands  was  announced  to  the  "War  Department  on  January  16,  1914, 
by  Governor-General  Harrison.  Judge  Marino  Cui  has  been  named 
chairman,  to  serve  six  years,  and  Stephen  Bonsai  and  Clyde  A. 
DeWitt,  members,  to  serve  four  and  two  years,  respectively. 

REFERENCES 
RATES 

41 — Cost  of  Service. 

Some  Facts  Relating  to  Depreciation  and  Rate  Making,  by  Hal- 
ford  Erickson.  A  "Paper  Presented  before  the  Wisconsin  Electrical 
Association,  Milwaukee,  Wisconsin,  January  16,  1914.  Electrical  Re- 
view, 4y2  pages,  January  31,  1914,  p.  234. 

This  discusses  depreciation,  and  its  treatment  in  systems  of  accounting.  There 
is  an  outline  of  the  reasons  why  amounts  collected  for  depreciation  should  be 
kept  on  hand  until  needed,  and  then  devoted  to  proper  purposes :  and  of  the 
shortcomings  in  the  methods  employed  in  recording  on  companies'  hooks  and 
records,  the  various  transactions  that  are  connected  with  depreciation. 
There  is  a  concise  analysis  of  the  subject  of  electric  rate-making.  There  is  a  dis- 
cussion of  the  peculiar  conditions  underlying  electric  rates,  and  of  the  necessity 
of  having  each  customer  or  class  of  customers,  bear  demand  costs  in  proportion 
to  his  respective  demand  in  kilowatts  on  the  plant,  customers'  costs  in  propor- 
tion to  the  number  of  customers,  and  the  output  costs  in  proportion  to  the 
respective  amounts  of  current  or  energy  used.  There  is  a  discussion  of  the  rea- 
sons which  make  variable  rates  for  electricity  necessary.  The  conclusion  reached 
is  that  it  must  be  quite  apparent  that  a  uniform  rate  must  be  unjustly  dis- 
criminatory. It  is  pointed  out  that  while  agitation  for  such  a  uniform  rate  dis- 
regards the  effect  of  such  factors  as  the  demand  on  the  plant,  the  hours  of  daily 
use  oi  the  service  and  numerous  other  conditions  which  vitally  affect  the  cost  of 
the  service,  "it  is  on  the  face  of  it  plausible  enough  to  attract  considerable  sup- 
port, particularly  among  those  who  have  not  had  the  opportunity  to  carefully 
study  the  matter."  It  is  said  that  ordinarily  no  part  of  the  service  should  be 
allowed  rates  that  are  so  low  as  not  to  cover  the  operating  expenses  plus  at 
least  something  for  the  interest  on  the  investment.  For  business  that  cannot 
be  had  on  a  better  basis,  the  term  operating  expenses  may  have  to  be  so  con- 
strued as  to  mean  additional  costs  that  are  incurred  in  taking  it  on.  Mere 
inequalities  in  rates  are  not  regarded  as  unjust  until  the  point  is  reached  where 
they  result  in  some  injustices  to  some  one  else. 

4 — Rate  Theory. 

The  Effect  of  Rate  of  Fare  on  Riding  Habit,  by  H.  W.  Hild.  A 
Paper  Presented  at  the  Midyear  Meeting  of  the  American  Electric 
Railway  Association,  January  29-31,  1914. 

This  states  that  "safety  first,  service  next,  rates  last."  is  the  logical  order  in 
which  regulation  of  public  service  corporations  should  be  approached.  Far  too 
often,  however,  the  order  has  been  reversed  and  regulation  frequently  has  taken 
the  form  of  reduction  in  rates  first.  Reference  is  made  to  the  frequently  heard 
contention  that  lower  rates  will  induce  so  much  more  travel  as  to  more  than 
offset  the  losses  due  to  the  lower  rates.  Data  is  given  to  show  that  low 
rate  of  fare  is  by  no  means  the  important  determining  factor  in  the  creation 
of  the  riding  habit.  It  is  asserted  that  the  street  car  patronage  of  a  city  de- 
pends upon  (1)  facilities,  (2)  topographical  condition,  (3)  climatic  conditions, 
(4)    temperamental   characteristics,   and    (5)    rates    of    fare.     At   the   values   of 
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street  car  charges  which  now  prevail,  changes  of  fare,  unless  very  radical, 
will  have  the  least  effect  of  all  the  factors  that  determine  street  car  patronage. 
The  conclusion  reached  is  that  prices  for  utility  service  should  generally  be 
left  to  the  natural  workings  of  business  economics.  Ordinary  business  practice 
will  not  allow  prices  to  be  held  excessively  high  for  then  there  would  not  be 
enough  revenue  to  support  the  investment,  and  experience  shows  that  com- 
pulsion is  not  necessary  to  reduce  prices  for  service  in  order  to  expand  the  busi- 
ness. Rate  reduction  by  legislative  power,  except  to  remove  unfair  discrimina- 
tion, is  a  serious  blunder  and  generally  vicious  in  the  present  state  of  utility 
development.  There  should  be  no  exorbitant  or  unlimited  profits  from  utility 
operation.  On  the  other  hand  there  should  be  regulation  which  will  be  reas- 
onable and  fair  to  all;  regulatory  bodies  should  determine  what  is  "fair  value" 
and  what  is  "fair  return  on  utilitv  investment"  and  then  allow  and  maintain 
both. 

616.1— Street  Lighting-. 

Proposed   Street   Lighting   Contract   for   Milwaukee,   Electrical 

World,  1  page,  January  31,  1914,  p.  266. 

This  is  a  resume  of  the  recommendations  made  to  the  city  council  of  Milwaukee 
by  the  committee  appointed  by  the  City  Club  of  Milwaukee,  to  investigate  the 
question  of  street  lighting.  There  is  a  review  of  various  kinds  of  contracts 
and  of  the  advantages  and  disadvantages  of  each.  The  recommendation  finally 
made  is  that  the  city  pay  for  the  purchase,  installation  and  maintenance  of  the 
street  lamps  by  the  lighting  company,  the  city  paying  the  actual  cost  of  labor 
and  material  plus  a  percentage  to  cover  the  overhead  expense;  the  final  power 
to  specify  type  of  equipment  rests  with  the  city.  The  city  would  pay  for  its 
street  lighting  month  by  month  on  the  kilowatt-hour  basis,  and  for  installing 
lamps  and  for  maintenance  like  private  consumers. 

224 — Rate  Regulation. 

The  Railroad  Rate  Case.     Engineering  and  Contracting,  January 

28,  1914,  p.  33. 

This  describes  the  progress  in  the  Eastern  rate  increase  case,  and  asserts  that  the 
Interstate  Commerce  Commission  decision  to  give  the  shippers  hearings  will 
make  it  impossible  for  the  case  to  be  settled  before  April.  The  statement  is  made 
that  it  is  the  general  impression  that  the  decision  of  the  Commission  will  be 
favorable  to  the  railroads  and  that  they  will  be  granted  a  measure  of  relief  even 
if  the  entire  5  per  cent  advance  is  not  allowed.  It  is  unfortunate,  however,  that 
a  decision  of  so  much  importance  should  be  so  long  delayed,  and  it  is  to  be  hoped 
that  the  Commission  w7ill  expedite  matters  as  much  as  possible. 

INVESTMENT  AND  RETURN 

31 — Valuation. 

Valuation  of  Public  Utility  Property  for  Rate  Making.  Engi- 
neering News,  iy2  pages,  January  29,  1914,  p.  266. 

This  gives  the  summarized  recommendations  of  the  committee  of  the  American 
Society  of  Civil  Engineers,  appointed  in  September,  1911,  to  formulate  prin- 
ciples and  methods  for  valuation  of  railroad  and  other  public  utility  property. 
The  report  was  read  at  the  last  annual  meeting  of  the  society. 

PUBLIC  SERVICE  REGULATION 

222 — Accounts. 

An  Accounting  System  for  Small  Central  Stations,  by  H.  G.  D. 
Nutting.     A  Paper  Presented  before  the  Wisconsin  Electrical  Asso- 
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ciation,  January  16,  1914.  Electrical  Revieiv,  5y2  pages,  January  31, 
1914,  p.  221. 

Tli is  describes  a  convenient  accounting  system  for  the  use  of  small  central  sta- 
tions, involving  the  use  of  forms  to  be  handled  after  the  manner  of  the  card 
index  or  the  loose-leaf  ledger.  Illustrations  of  the  following  forms  are  given: 
income  account,  balance  sheet,  detailed  report,  statistical  record,  day  book 
journal  memo,  credit  memorandum  for  supplies,  bill  for  supplies,  customer's  bill, 
and   purchase   order. 

268 — Public  Service  Laws. 

Legislation  Affecting  Electric  Railways,  %  page,  January  24, 

1914,  p.  204. 

This  reviews  the  bills  affecting  public  utilities,  which  have  been  introduced  in 
the  legislatures  of  Massachusetts,  New  York,  Ohio,  and  Rhode  Island. 

2 — Public  Service  Regulation. 

The  Engineer's  Part  in  the  Regulation  of  Public  Utilities. 
Editorial,  Engineering  and  Contracting,  %  page,  January  28,  1914, 
p.  123. 

This  outlines  the  papers  read  at  the  meeting  of  the  Alumni  of  Stevens  Institute, 
on  the  engineer's  part  in  the  regulation  of  public  utilities.  The  statement  is 
made  that  the  thoughts  which  stand  out  upon  a  reading  of  the  remarks  which 
were  made  are:  (1)  the  general  admission  of  the  importance  of  the  service 
in  public  utilities  regulation  of  engineering  knowledge  and  experience;  (2)  the 
general  feeling  that  engineers  have  been  apathetic  and  short  sighted  in  not  advanc- 
ing themselves  in  responsible  participation  in  public  service  regulation;  (3)  the 
query  whether  public  service  commissionership  proper  holds  out  any  considerable 
enticement  in  the  way  of  high  popular  honor  or  increased  remuneration  greatly 
attractive  to  engineers. 

265 — Co-Operation  of  Public  Service  Companies  with  Regulation 
Bodies. 

The  Wisconsin  Convention,  Editorial,  Electrical  Review,  January 
24,  1914,  p.  163. 

This  reviews  various  papers  which  were  read  at  this  convention.  Attention 
is  drawn  to  the  statement  made  by  Mr.  C.  M.  Larson,  chief  engineer  of  the 
Railroad  Commission  in  his  paper  "Street  Railway  Traffic  Surveys  in  Relation 
to  Railway  Operation,  Management  and  Regulation,"  that  if  such  surveys 
were  made  by  railways  of  their  own  volition,  regulation  by  commission  would 
be  less  necessary.  This  is  also  true  of  lighting  and  power  companies  and 
is  indicative  of  the  attitude  of  progressive  regulatory  bodies.  It  is  said  that 
one  of  the  most  pleasing  aspects  of  the  convention  was  the  spirit  of  cooperation 
that  was  seen  t»  exist  between  the  Wisconsin  Commission  and  the  public  util- 
ities of  the  state.  Representatives  of  the  former  took  active  part  in  all 
discussions  and  by  means  of  a  comprehensive  exhibit  undertook  to  explain 
fully  the  various  methods  adopted  by  the  Commission  and  the  principles  which 
underlie  its  rulings. 

2 — Public  Service  Regulation. 

Federal  Co-operation  with  State  Commissions,  Editorial,  Electrical 
Revieiv,  January  31,  1914,  p.  212. 

This  states  that  the  regulation  of  public  utilities  by  state  commissions  seems 
to  have  been  accepted  by  the  people  of  this  country  as  a  definite  program  of  pro- 
cedure for  preventing  the  evils  which  seem  otherwise  inherent  in  the  control  of 
monopolies  by  private  corporations.  While  many  of  the  states  have  followed  the 
lead  of  Wisconsin  and  New  York  in  framing  legislation  on  this  matter,  few,  if 
any  of  them,  have  followed  those  states  in  providing  through  legislative  appro- 
priation for  such  an  engineering  staff  as  shall  be   capable  of  properly  handling 
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the  questions  which  must  come  up  to  them  for  investigation  and  solution.  In 
view  of  the  fact  that  work  of  this  nature  if  properly  carried  out  independently 
by  our  state  commissions  would  involve  an  enormous  amount  of  work  and  much 
duplication  of  effort  in  the  different  states,  it  would  seem  logical  and  mutually 
beneficial  if  much  of  this  work  could  be  done  in  co-operation  or  by  one  central 
agency  supplied  with  the  proper  equipment  in  men  and  facilities  for  doing  the 
work.  Mention  is  made  of  the  Bureau  of  Standards'  proposal  to  take  up  this 
work,  and  its  application  to  Congress  for  an  appropriation  for  $100,000  with 
which  to  carry  on  the  work.  It  is  said  that  a  liberal  policy  upon  the  part  of 
the  Federal  Government  in  rendering  co-operation  along  these  lines  will  be  of 
direct  benefit  not  only  to  commission,  to  public  service  companies  and  to  many 
industries,  but  also  to  the  public  at  large. 

MUNICIPALITIES 

81 — Municipal  or  Local  Regulation  of  Utilities. 

Affairs  of  the  Sanitary  District  of  Chicago,  Article  and  Edi- 
torial, Electrical  World,  January  31,  1914,  p.  244  and  p.  237. 

The  above  article  outlines  the  conditions  of  the  dispute  between  the  trustees  of 
the  Sanitary  District  of  Chicago  and  municipal  authorities  of  Chicago  in  rela- 
tion to  the  cost  of  electrical  energy  supplied  by  the  District  for  street  lighting 
in  Chicago.  The  editorial  states  that  the  controversy  illustrates  in  a  rather 
striking  manner  the  unfortunate  results  which  obtain  when  municipal  politics 
is  mixed  with  the  operation  of  public  utilities.  The  Sanitary  District  is  a 
municipal  corporation  as  well  as  the  City  of  Chicago.  The  trustees  of  the  one 
and  the  mayor  and  aldermen  of  the  other  are  elected  by  direct  vote  of  the 
citizens.  It  is  difficult,  apparently,  for  these  municipal  officers  to  consider  in- 
dustrial problems  dispassionately  and  impartially.  At  all  times  the  great  ma- 
jority of  them  seem  to  have  in  mind  the  condition  of  their  political  fences.  Both 
the  city  and  the  Sanitary  District  have  high-grade  engineering  advice.  The 
engineers  agree  substantially  that  the  price  charged  the  city  by  the  District  for 
electrical  energy  for  street  lighting  is  too  low  under  the  existing  contract. 
Rut  the  politicians  find  in  the  issue  an  excellent  opportunity  to  pose  as  de- 
fenders of  the  rights  of  the  people,  and  it  is  evident  that  many  of  them  are 
doing  so.  The  hue  and  cry  indicates  how  difficult  it  is  to  conduct  public  service 
operations  in  a  business-like  manner  where  the  men  in  charge  hold  office  for 
short  terms  and  where  their  political  future  depends,  or  is  thought  to  depend, 
on  adroit  appeal  to  popular  prejudice  rather  than  on  industrial  efficiency. 

COURT   DECISION   REFERENCES. 

831 — Purchase  by  Municipality. 

Kenton  Water  Co.  v.  City  of  Covington  et  al.  Decision  of  the 
Court  of  Appeals  of  Kentucky,  December  19,  1913.  161  South- 
western 988. 

The  company  furnished  water,  under  a  contract  expiring  April  5,  1913,  to  the 
City  of  Latonia,  which  in  1909  was  annexed  to  the  City  of  Covington.  The 
contract  provided  that,  if  at  any  time  such  annexation  took  place,  the  city  might 
purchase,  if  it  so  elected,  the  property  of  the  company,  the  price  to  be  fixed  by  a 
board  of  arbitration.  The  company  now  seeks  to  compel  this  purchase,  on  the 
ground  that,  by  an  offer  to  purchase  made  shortly  after  the  annexation,  the  city 
of  Covington  acknowledged  its  obligation  to  purchase;  and  that  the  laws  of  the 
state  (Laws  1910,  c.  S3)  require  any  city,  before  establishing  its  own  water 
system  in  any  neighboring  town  which  it  may  annex,  to  purchase  the  property  of 
the  company  then  supplying  the  town.  The  court  holds  that  the  contract  does 
not  compel  the  city  to  purchase;  and  that  the  provision  in  the  laws  (Laws  1910, 
c.  83)  is  invalid  because  it  violates  Const.  181  (prohibiting  the  General  Assembly 
from  imposing  taxes  for  the  purposes  of  any  county,  city,  etc.)  in  that  the 
purchase  of  waterworks  would  necessitate  the  levy  of  a  tax,  and  the  Legislature 
cannot  do  directly  what  it  cannot  do  indirectly. 
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For  statement  of  facts  and  opinions   contained  in   papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATES 

WATERTOWN,  N.  Y. 

72— Rate  Schedules. 

The  Watertown  Light  &  Power  Co.,  Watertown,  New  York  (pop. 
26.730)  lias  made  a  reduction  in  the  rates  for  electric  service.  The 
following  is  a  schedule  revised  as  at  January  1,  1914. 


LIGHTING  RATES. 
Rate. 

Rates  are  named  varying  with  hours  and  tenths  of. hours  use  per  month  from 
11      cents  gross,  per  kilowatt-hours  for  the  first  hours'  use  of  consumer's  de- 
mand, to 
7..1  cents  gross,  per  kilowatt-hour  for    8  hours'  use  of  consumer's  demand. 

r~  a  tt  tt  tt  tt'     i  q       a  tt       a  a  a  i 

no         a  a  a  a  a       qj        a  tt       tt  a  it 

and  etc. 

Determination  of  Assessed  Demand. 

The  consumer's  demand  is  assessed  from  an  inspection  of  the  consumer's  lamps 
and  appliances  connected  and  use  is  made  of  the  following  table  when  watts 
consumption  is  not  marked  on  label  or  name  plate. 

2  C.  P.  Carbon  Lamps     13  watts. 


4  C.  P. 

GC 

a 

22 

8  C.  P. 

a 

a 

32 

10  C.  P. 

a 

tt 

35 

16  C.  P. 

a 

a 

56 

20  C.  P. 

ti 

a 

70 

24  C.  P. 

a 

u 

84 

32  C.  P. 

tt 

a 

112 

11 


Empty  sockets  that  may 

be  used 40     " 

Enclosed    arc  lamps 550     " 

Three-quarters   of   the   whole   connected   load   as   obtained   is   taken   as   the   basis 
on  which  to  render  bills  with  a  minimum  connected  load  of  Vi  kilowatts. 

Quantity  Discounts. 

10%  discount  on  bills  amounting  to  from  $  50.00  to  $  75.00  per  month. 

15%         "            "  "  "                  "                75.01  "  100.00  " 

20%          "            "  "  "                   "              100.01  "  125.00  " 

25%          "            "  "  "                   '•               125.01  "  150.00  " 

30%          "            "  "  "               to  over      150.00 

Prompt  Payment  Discount. 

A  discount  of  2  cents  per  kilowatt-hour  is  allowed  if  bills  are  paid  on  or  be- 
fore the  discount  date  named  on  the  bill. 


Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Minimum  Charge. 

$1.00  per  month  per  consumer. 

Terms  and  Conditions. 

Two  or  more  business  places  owned  by  the  same  person  or  Company  will  be 
considered  as  one  in  rendering  bills  if  so  desired,  but  in  such  cases  the  total 
connected  load  will  be  used  as  a  basis  instead  of  %  of  the  connected  load. 

Anyone  who  owns  and  uses  a  lighting  plant  and  requires  connection  to  our 
system  will  be  charged  a  minimum  of  $1.00  per  month  per  K.  W.  connected 
load  as  a  breakdown  service  charge. 

PITTSFIELD,  MASS. 

72 — Rate  Schedules. 

The  following  is  the  rate  schedule  of  the  Pittsfield  Electric  Com- 
pany, Pittsfield,  Mass.  (pop,  32,121.) 


RESIDENCE  LIGHTING  RATE. 
Rate. 

12   cents   per  kilowatt-hour   for  the  first  kilowatt-hour  used  per  month   per 
25  watt  lamp  connected. 

S  cents  per  kilowatt-hour  for  all  excess  use. 

The  minimum  capacity  that  will  be  provided  is  500  watts. 

Prompt  Payment  Discount. 

10  per  cent  discount  is  allowed  on  bills  if  paid  on  or  before  the  loth  of  the 
month  in  which  the  bill  is  rendered,  provided  there  exists  no  unpaid  balance 
of  previous  months. 

Minimum  Charge. 

For  any  month  that  the  meter  for  lighting  service  does  not  register  at  least 
8  kilowatt-hours,  no  bill  for  current  will  be  rendered,  but  a  net  charge  of 
50  cents  for  maintenance  of  service  will  be  made. 

If  in  any  12  consecutive  months  ending  January  1st,  the  consumption  of 
electricity  at  regular  rates,  less  discount  equals  $9.00  or  more,  a  rebate  will  be 
made  of  amounts  paid  for  maintenance  of  service  as  specified  above. 

Terms  and  Conditions. 

For  each  meter  installed  where  customer  is  not  on  the  company's  books,  a 
deposit  will  be  required  equal  to  one  month's  bill,  or  $3.00  for  residence.  The 
Company  will  pay  4  per  cent  interest  on  same  annually,  deposit  to  be  re- 
turned when  the  meter  is  removed. 

COOKING  RATES. 

To  encourage  the  use  of  electric  flat  irons,  ranges  and  other  household  appli- 
ances, the  Company  recommends  the  installation  of  a  special  heating  circuit 
so  that  the  current  used  by  these  devices  may  be  registered  on  a  separate 
meter. 

Rate. 

4  cents  per  kilowatt-hoiir  is  made  a  special  Hat  rate  fur  this  elass  of  service. 

Minimum  Charge. 

A  minimum  charge  of  $1.00  per  monlh  is  required. 
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COMMERCIAL   LIGHTING  RATE. 
For  stores  and  places  of  business  in  congested  section  of  city. 

Rate. 

12  cents  per  kilowatt-hours  for  the  first  30  hours'  use  per  month  of  consumer's 
demand. 

S  cents  per  kilowatt-hour  for  the  next  50  hours'  use  per  month  of  consumer's 
demand. 

(*)   cents   per   kilowatt-hour   for   the   next    100  hours'  use   per   month   of   con- 
sumer's demand. 

5  cents  per  kilowatt-hour  for  all  over  ISO  hours'  use  per  month  of  consumer's 
demand. 

Determination  of  Demand. 


Connected 
load  not 
in  excess 

of 

Basis  of 


I        I 
1    I    2   13.5 
I 


Demand |    1    |    2   I 


y    1 1  .  o 
4       5 


10  |  15 

6   I    7 


20 
8 


25 
9 


30 
10 


13 


50 

15 


Kilowatts 
Kilowatts 


The  minimum  capacity  that  will  be  provided  is  1  kilowatt. 
Prompt  Payment  Discount. 

Same  as  in  residence  lighting. 

Terms  and  Conditions. 

For  each  meter  installed  where  customer  is  not  on  the  Company's  books,  a 
deposit  will  be  required  equal  to  one  month's  bill  or  $5.00  per  store. 


COMMISSION  DECISIONS 

WISCONSIN 

72— Rate  Schedules. 

Application  of  the  City  of  Menasha  for  authority  to  Increase  Elec- 
tric Rates.  Decision  of  the  Wisconsin  Railroad  Commission,  Author- 
izing the  Increase.    December  19,  1913. 

132.8 — Unnecessary  Duplication. 

For  several  years  the  City  of  Menasha  has  furnished  street  lighting: 
service  from  an  electric  plant  operated  in  connection  with  the  munici- 
pal water  works.  A  small  amount  of  service  was  supplied  private 
parties  at  such  times  as  the  equipment  was  operated  for  municipal 
purposes.  The  rate  charged  for  such  service  was  6  cents  per  kilowatt- 
hour.  Eventually  the  city  began  furnishing  regular  commercial  serv- 
ice in  competition  with  the  Wisconsin  Traction  Light,  Heat  and 
Power  Company,  the  private  utility  which  had  been  furnishing  the 
bulk  of  the  commercial  business  in  Menasha.  The  city's  right  to  do 
so  was  sustained  later  by  the  circuit  court  of  Winnebago  County. 
(Compare  with  the  decision  of  the  Circuit  Court  of  Dane  County, 
Wisconsin,  in  Citizens  Telephone  Company  v.  Railroad  Commission 
of  Wisconsin,  reported  in  1  Rate  Research  171,  173.) 
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72— Rate  Schedule. 

The  city  failed  to  file  rates  for  commercial  service  with  the  commis- 
sion and  upon  being  notified  to  do  so  made  the  present  application. 
Because  of  the  short  period  of  operation,  the  cost  of  service  could 
not  be  conclusively  determined  and  the  schedule  applied  for  by  the 
city  was  authorized  put  in  effect.     The  decision  says : 

We  are  inclined  to  the  belief  that  the  character  or  form  of  the 
schedule  should  be  different  from  that  proposed  in  the  applica- 
tion, but  under  the  circumstances  no  alteration  will  be  made  at 
this  time. 

The  rates  are  as  follows : 

LIGHTING  RATES. 
Rate. 

8  cents   per   kilowatt-hour   for   the   first   50   kilowatt-hours   per   month   to   one 

consumer. 
7  cents  per  kilowatt-hour  for  the  second  50  kilowatt-hours  per  month  to  one 

consumer. 
G  cents   per  kilowatt-hour  for  the   next   100  kilowatt-hours  per  month   to  one 

consumer. 

5  cents  per  kilowatt-hour  for  the  next  200  kilowatt-hours  per  month  to  one 
consumer. 

4  cents   per   kilowatt-hour   for   all   over   400  kilowatt-hours  per   month   to   one 
consumer. 

Prompt  Payment  Discount. 

Discount  of  10  per  cent  on  all  bills  paid  on  or  before  the  tenth  day  of  the 
month  in  which  bill  is  payable. 

Minimum  Charge. 

50  cents  per  month  per  meter. 

POWER  RATES. 
Rate. 

6  cents  per  kilowatt-hour  for  the  first   100  kilowatt-hours  per  month   to  one 
consumer. 

4  cents  per  kilowatt-hour  for  the  next   100  kilowatt-hours  per  month  to  one 

consumer. 
3  cents  per   kilowatt-hour  for  all   over    200  kilowatt-hours   per  month   to  one 

consumer. 

Prompt  Payment  Discount. 
Same  as  in  Lighting  Rates. 

Minimum  Charge. 

$1.00  per  horse  power  installed  for  total  horse  power  of  motor   used  by  one 
consumer. 


Note:  The  Wisconsin  Supreme  Court  has  rendered  a  decision  to  the  effect  that 
before  the  City  of  Menasha  can  furnish  commercial  lighting  service,  although  it 
has  furnished  a  small  amount  of  private  lighting  incidentally  to  its  street  lighting 
system,  it  must  obtain  a  certificate  of  convenience  and  necessity  from  the  Railroad 
Commission.  This  decision,  therefore,  reverses  the  holding  of  the  lower  court  in 
this  case  and  is  contrary  to  the  decision  of  the  Circuit  Court  of  Dane  County  in 
the  case  referred  to  above. 


Rate     Research  311 


226.5—  STANDARDS  OF  SERVICE 

NEW  HAMPSHIRE 

The  New  Hampshire  Public  Service  Commission  adopted  rules  pre- 
scribing standards  of  purity,  heating  value  of  gas  and  gas  pressure, 
and  fixing  the  standard  of  accuracy  of  gas  meters.  Provision  is  made 
for  the  periodic  testing  by  the  utility  of  gas  and  gas  meters  and  also 
for  inspections  by  the  Commission.  These  rules  were  made  effective 
February  1,  1914. 

COURT  DECISIONS 

MISSOURI 

81 — Municipal  or  Local  Regulation  of  Utilities. 

Union  Electric  Light  and  Power  Company  vs.  City  of  St.  Louis. 
Suit  to  Enjoin  the  Enforcement  of  an  Ordinance  Regulating  Rates.  De- 
cision of  the  Supreme  Court  of  Missouri  Adjudging  that  the  City  Has 
No  Jurisdiction  in  the  Matter.  December  24,  1913.  161  Southwestern 
166. 

An  act  passed  in  1907  granted  to  the  cities  of  Missouri  power  to  fix 
rates  of  certain  utilities  by  ordinance.,  providing  that  the  rates  were 
reasonable  and  were  changed  not  more  than  once  in  two  years. 
In  1911  the  City  of  St.  Louis,  upon  investigation  of  the  St.  Louis 
Public  Service  Commission,  and  upon  its  recommendation,  passed  an 
ordinance,  prescribing  a  maximum  rate  of  91/}  cents  and  regulating 
in  detail  the  sale  of  electric  current.  The  company  brought  suit  on 
the  ground  that  the  city  was  exceeding  its  powers,  and  the  ordinance 
was  perpetually  enjoined.  The  city  appealed.  The  court  holds  that, 
since  the  Public  Service  Commission  law  specifically  repealed  the 
sections  of  the  law  of  1907  under  which  the  city  was  acting,  the  city's 
ordinance  is  void. 

We,  therefore,  hold  that  the  present  appeal,  being  resolved  into  an 
effort  to  reverse  a  judgment  which  enjoined  as  to  this  respondent 
an  abrogated  ordinance,  presents  no  question  for  review  by  us,  and 
the  appeal  taken  herein  is  accordingly  dismissed. 

Judge  Bond,  who  sat  upon  the  case  considered  the  merits  of  the 
question;  but  the  majority  of  the  court  did  not  concur  in  this  part 
of|his  opinion.     Regarding  this,  Judge  Graves  says: 

The  opinion  [on  the  merits  of  the  case]  may  be  right  or  wrong 
.  .  .  but  when  we  touch  one  question,  therein  suggested,  Ave  are  in 
contact  with  a  very  ''live  wire,"  and  ought  to  apporach  it  with 
hesitancy,  and  then  only  in  a  case  where  the  question  is  the  question 
in  the  case.  I  refer  to  restrictions  in  state  laws  or  ordinances 
which  tend  to  do  away  with  the  terms  of  existing  contracts  on  the 
theory  that  the  police  power  of  the  state  cannot  be  contracted  away. 
The  trend  of  recent  legislation  is  such  that  this  question  is  going  to 
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become  the  turning  point  in  some  case  in  the  very  near  future,  and 
for  that  reason  I  prefer  to  express  no  opinion  thereon  at  this 
time,  but  await  a  time  when  it  can  be  considered  upon  full  argu- 
ment in  the  light  of  modern  statutes  and  some  more  recent  cases. 

REFERENCES 
RATES 

371 — Sliding  Scale  of  Rates  and  Dividends. 

Regulation  or  Profit-Sharing  f  by  Halford  Erickson.  A  Paper 
Read  before  the  Midyear  Conference  of  the  A.  E.  R.  A.,  Electric 
Railway  Journal,  Article  and  Editorial,  5^  pages,  January  30,  1914, 
p.  257  and  p.  217. 

This  states  that  state  regulation  of  utilities  by  commission,  where  fairly  tried, 
has  been  reasonably  successful  in  improving  conditions  for  the  customer  as 
well  as  the  owner.  It  has  also  been  effective  in  removing  such  regulation  from 
the  field  of  partisan  politics.  Profit-sharing  with  the  municipality  as  such  in  the 
form  of  extra  tolls  or  rentals  in  addition  to  the  regular  tax  is  not  a  fair  substi- 
tute for  regulation  from  the  point  of  view  of  the  best  interest  of  those  who 
depend  on  the  utility  for  service.  Such  tolls  unduly  increase  the  cost  of  this 
service  and  thereby  retard  its  development.  Under  such  systems  of  tolls  the  in- 
terests of  the  municipality  or  tax-payers  as  such  are  likely  to  be  held  paramount 
to  the  interests  of  those  who  are  using  the  service.  Profit-sharing  with  the 
patrons  of  the  utility  under  state  regulation,  if  shown  to  be  necessary  to  promote 
efficient  operation,  would  seem  to  be  based  on  sound  principles  and  can  probably 
be  so  developed  as  to  be  found  feasible  from  a  practical  point  of  view.  It  would 
seem  possible,  however,  so  to  adjust  the  rate  schedules  of  the  utilities  under  the 
ordinary  methods  of  rate-making  that  through  the  rates  thus  made  alone  the 
necessary  stimulus  to  efficient  operation  is  afforded  the  management.  The 
editorial  states  that  the  so-called  profit  is  but  a  misleading  name  for  tax  and 
that  the  amount  of  it  is  part  of  the  cost  of  operation.  This  cost  the  user  of  the 
service  has  to  pay.  Franchises  have  not  be  drawn  on  wholly  economic  grounds. 
Sometimes  economic  laws  have  been  rudely  disregarded.  The  terms  of  contract 
have  been  fixed  by  barter  between  a  company  and  the  city  officials  in  power  at  the 
time.  These  officials  would  enter  into  a  contract  on  terms  involving  so-called  profit- 
sharing.  They  would  not  enter  into  a  contract  on  other  terms.  The  bargain 
was  made  and'  the  future  left  to  the  "rough  play  of  economic  forces." 

616.1— Street  Lighting. 

Energy  Basis  for  Street  Lighting,  Editorial,  Electrical  World,  Feb- 
ruary 7,  1914,  p.  293. 

This  states  that  the  recommendations  of  the  committee  of  the  City  Club  of  Mil- 
waukee as  to  the  steps  to  be  taken  for  the  solution  of  the  street-lighting  problem 
in  that  city,  referred  to  in  4  Rate  Research  302,  are  of  more  than  passing  inter- 
est. It  is  said  that  one  of  the  economic  reasons  urged  for  this  plan  is  the  elimina- 
tion of  any  double  payments  for  depreciation  on  equipment,  but  still  more  impor- 
tant is  the  flexibility  of  the  plan  which  would  enable  the  city  to  purchase  im- 
proved street-lighting  appliances  as  fast  as  would  be  justified  on  economic  grounds 
without  the  political  turmoil  of  a  change  of  contract. 

523.5 — Taxable  Value  Basis. 

"The  Point  Fives":  Proceedings  at  Meeting  Held  at  "Trictty 
House/ '  (London)  on  Friday,  January  16,  1914. 

This  gives  the  discussion  of  the  paper  read  at  this  meeting  by  Chairman  A.  Hugh 
Seabrook,    abstracted    in    4    Rate    Research    2S2.      Various    criticisms    of    the 
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Rateable  Value  system  are  given,  and  various  difficulties  in  applying  it  cited.  The 
advantages  of  the  rateable  value  basis,  as  compared  with  the  connected  load 
basis  are  said  to  be  (1)  that  on  the  Rateable  Value  system  any  contractor  or 
any  consumer  can  calculate  for  himself  in  half  a  minute  what  his  annual  charge 
is  going  to  be;  (2)  the  "connected  load"  basis  necessitates  inspections,  and  in- 
spections are  both  irritating  to  the  consumer  and  expensive  to  the  undertaking; 
(3)  that  the  Rateable  Value  basis  will  maintain  the  lighting  income,  even  if 
lamps  are  very  much  improved  in  efficiency.  In  answer  to  the  suggestion  that  the 
paper  read  had  advocated  the  principle  of  "get  as  much  as  you  can  from 
consumers,"  the  statement  is  made  "that  the  rate  for  electricity  for.  whatever 
advice  must  be  competitive  with  other  agencies  if  any  business  is  to  be  obtained, 
and  that  if  that  competitive  rate  for  electricity  is  considerably  higher  than  the 
cost  of  production  plus  reasonable  profit  there  is  no  hardship  on  the  consumer 
to  pay  that  rate,  because  the  extra  profit  enables  the  undertaking  to  reduce  its 
profit  required  from  other  classes  of  supply,  e.  g.  heating  and  cooking,  the  com- 
petitive rate  for  which  has  to  be  very  much  less  and  that  is  a  benefit  to  the 
consumer." 

4— Rate  Theory. 

Rate  of  Fare  and  Riding  Habit,  Editorial,  Electrical  Railway  Jour- 
nal, %  page,  January  31,  1914,  p.  218. 

This  states  that  Mr.  F.  W.  Hild's  paper,  '-Effect  of  Rate  of  Fare  on  Riding  Habit," 
referred  to  in  4  Rate  Research  301.  is  a  clear  refutation  of  the  claim  often  made 
by  advocates  of  low  fares  for  city  railways  that  "lower  fares  will  induce  so  much 
more  travel  as  more  than  to  offset  the  losses  due  to  lower  rates."  Attention  is 
called  to  the  immense  improvement  in  service  in  the  last  ten  years  and  to  the 
fact  that  when  low-fare  campaigns  are  being  conducted  the  advocates  of  the  re- 
duced fare  never  propose  that  the  railway  company  should  reduce  the  character 
of  service  or  the  length  of  ride  to  make  up  for  the  lower  fare.  The  statement 
is  made  that  the  increased  cost  of  operation  plus  the  increased  demand  for 
better  facilities  have  brought  about  a  condition  where  the  former  rates  of  fare 
are  no  longer  adequate.  Indeed,  it  is  becoming  more  difficult  every  day  for  the 
electric  railway  companies  to  make  both  ends  meet  even  with  a  5-cent  fare.  The 
problem  in  most  cities  is  not  how  to  prevent  a  reduction  of  the  fare  from  5  cents 
but  how  best  to  put  in  force  a  higher  average  fare  than  5  cents.  Should  there  be 
a  uniform  fare  at  a  higher  rate?  Or  should  a  charge  be  made  for  transfers? 
Or  should  a  zone  system  be  adopted  for  the  longer  rides?  These  are  really 
vital  questions  which  will  have  to  be  answered  before  long,  and  the  railway  com- 
panies should  be  in  a  position  to  answer  them  when  that  time  conies. 

75 — Comparative  Company  Data. 

Rates  of  Fare  on  Foreign  Street  Car  Systems.  Public  Service, 
y2  page,  February,  1914,  p.  50. 

This  gives  statistics  showing  the  distances  which  may  be  traveled  for  one,  two, 
three,  four  and  five  cents  in  twenty-three  English  and  Scotch  cities.  The  table 
shows  that  the  low  fares  carry  passengers  only  for  short  distances ;  that  in  only 
one  case  does  a  five-cent  fare  cany  a  passenger  five  miles;  and  that  conse- 
quently  these   cities    cannot   be   used    as   a   criterion    for   American    cities. 

INVESTMENT  AND  RETURN 

36 — Depreciation. 

The  Depreciation  of  Public  Utility  Properties  As  Affecting 
Their  Valuation  and  Fair  Returns:  Discussion.  Proceedings  of  the 
A.  S.  C.  E.,  64  pages,  January,  1914,  p.  169. 

This  gives  a  discussion  of  Mr.  John  W.  Alvord's  paper,  which  was  abstracted 
in  4  Rate  Research  175,  by  various  members  of  the  A.  S.  C.  E.  including  W.  J. 
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Wilgus,  J.  E.  Willoughby,  Frank  C.  Boes,  Allen  Hazen,  H.  C.  Vensano,  Leonard 
Metcalf,  William  B.  Jackson,  F.  Lavis,  Alexander  0.  Humphreys.  Henry  Floy, 
Clinton  S.  Burns,  Stuart  K.  Knox,  and  J.  H.  Gandolfo. 

PUBLIC  SERVICE  REGULATION 

211.9 — Removal  of  Commissioners. 

Recall  op  Commissioners  Illogical:  Officers  Should  Be  As  Far 
Removed  From  Politics  As  Possible,  by  M.  C.  Ewing,  Public  Serv- 
ice, V/3  pages,  February,  1914,  p.  47. 

This  states  that  to  make  possible  the  recall  of  a  commissioner  because  he 
fails  to  lower  rates  to  a  point  of  confiscation  of  private  property  or  to  an  extent 
demanded  by  hastily  formed  popular  opinion,  is  a  doctrine  which  should  have 
welcome  space  in  all  socialistic  journals  as  a  means  to  a  socialistic  end.  To 
refuse  permanency  to  a  position  which  requires  endless  research,  the  highest 
degree  of  intelligence  and  fair  and  fearless  decisions  upon  technical  subjects  the 
merits  of  which  the  public  cannot  themselves  easily  determine  is  impracticable 
and  dangerous.  Any  regulation  which  is  unfair  to  either  utility  or  consumer 
will  fail,  and  the  adoption  of  the  recall  and  popular  election  of  commissioner 
will  result  in  immeditate  unfairness,  and,  therefore,  in  absolute  failure.  It 
would  be  a  political   fallacy  and  a  public  misfortune. 

226.2 — Extension  of  Service. 

Uniform  Policies  in  Making  Extensions  of  Distribution  Lines, 
Electrical  World,  V4  page,  Februbary  7,  1914,  p.  297. 

This  states  that  the  Railroad  Commission  of  Wisconsin  has  asked  the  Wisconsin 
Electrical  Association  to  make  an  investigation  of  the  rules  followed  by  all  the 
electrical  utilities  in  the  State  in  relation  to  the  practice  adopted  in  making  exten- 
sions. The  association  has  expressed  its  entire  willingness  to  comply  with  this 
suggestion  and  has  appointed  a  committee,  of  which  H.  G.  D.  Nutting  is  chairman, 
on  uniform  policies  for  electric  distribution  system  extensions  and  commercial 
service  rules.  This  committee  will  conduct  an  inquiry  on  the  subject  and  tabu- 
late, or  digest,  the  information  received.  In  addition  to  its  work  in  relation  to 
extensions,  the  committee  will  endeavor  to  bring  about  some  uniformity  in  com- 
mercial service  rules,  such  as  uniform  discount  rates,  uniform  invoice  blanks  and 
uniform  rules  affecting  consumers. 
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226.2 — Extension  of  Service. 

Electric  Distribution-System  Extension  Policies,  by  H.  G.  D. 
Nutting.  Electrical  Review,  21/,  pages,  February  7,  1914,  p.  269,  and 
Electrical  World,  Article  and  Editorial,  February  7,  1914,  p.  322  and 
p.  293. 

This  comments  on  the  widely  different  policies  used  by  central  stations  in  regard 
to  the  extension  of  lines.  It  is  said  that  the  general  practice  at  present  is  to 
state  the  estimated  yearly  gross  revenue  for  one  or  more  years,  from  a  proposed 
extension,  must  be  equal  to  or  greater  than  the  cost  of  the  extension,  not  including 
meters,  transformers  and  service  drops.  The  fallacy  of  this  rule  is  evident  from 
the  fact  that  the  cost  of  operating  a  new  extension  is  not  a  function  of  the  partial 
investment  alone.  This  problem  is  governed  by  a  natural  law  which  cannot  l>e 
broken  without  loss  to  both  the  central  station  and  the  community  served.  The 
law  is,  that  the  extension  policy  should  be  such  as  to  make  the  natural  develop- 
ment of  the  business  the  maximum  continuous  and  ultimate  possible  for  the  bene- 
fits of  both  the  central  station  and  the  community  served.  A  formula  is  given 
which,  it  is  said,  crystallizes  the  results  of  scientific  analysis  of  this  problem. 
There  is  an  example  of  application  of  the  formula,  an  explanation  of  how  it  was 
developed,  and  a  discussion  of  how  to  apply  the  formula  to  the  future. 
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226.5 — Standards  of  Service. 

Address  of  Mr.  R.  S.  McBeide  Before  tup:  Guild  of  Gas  Managers 
of  New  England,  December  1:5.  1913.  Gas  Institute  News,  8  pages. 
February,  1914,  p.  12. 

This  address  by  a  member  of  the  Bureau  of  Standards  gives  a  brief  history  of  the 
Bureau,  and  a  resume"  of  the  work  which  has  been  done  since  its  foundation.  With 
regard  to  the  proposed  work  of  the  Bureau  as  a  co-ordinating  agency  with  Public 
Service  Commissions,  it  is  said  that  there  are  two  things  that  the  Bureau  will  not 
do  in  this  work.  It  does  not  propose  to  fix  gas  rates  or  to  make  appraisals.  The 
Bureau  does  not  expect  to  take  up  questions  of  accounting.  These  are  matters 
for  the  state  or  local  authorities  to  deal  with,  and  the  only  reason  for  the  Bureau's 
entering  into  that  work  would  be  in  case  of  a  considerable  difference  of  opinion. 
The  reports  of  the  Bureau  in  such  cases  will  be  advisory  and  often,  if  not  always, 
will  be  made  upon  the.  request  of  the  several  parties  interested. 

211 — Qualifications  of  Commissioners. 

Qualifications  of  Commissioners,  Editorial,  Electrical  World,  Feb- 
ruary 7,  1911,  p.  293. 

After  commenting  on  the  number  of  vacancies  to  be  filled  in  the  Xew  York  Com- 
missions, this  states  that  one  member  should  be  an  engineer  of  eminent  qualifica- 
tions, one  an  expert  accountant,  one  an  economist  of  repute,  another  a  lawyer  of 
broad  experience,  and  a  fifth  member  one  who  possesses  special  knowledge  of 
transportation  questions.  Regulation  has  not  yet  been  so  rooted  in  the  structure 
of  the  body  politic  that  as  a  principle  it  can  by  either  the  public  or  the  utilities 
be  regarded  as  settled.  Indeed,  it  is  now  being  weighed  in  the  balances,  and  if  it 
is  found  wanting,  municipal  ownership  and  operation  is  the  only  logical  outcome. 
Utilities  should  insist  on  regulation  which  is  fearless  and  just,  and  this  can  only 
be  obtained  from  truly  representative  commissions.  Theirs  is  an  economic  and 
not  a  political  function.  A  commission  made  up  entirely  of  lawyers  or  politicians, 
though  they  may  be  beyond  reproach,  is  not  properly  constituted  for  the  work 
of  public  service  regulation. 

261— Public  Service  Bills. 

Mills  Bill,  Before  the  Ohio  Legislature,  Electrical  Railway  Jour- 
nal, February  7,  1914,  p.  330. 

This  bill  now  pending  in  the  Ohio  legislature  makes  bonds  issued  for  the  acquire- 
ment of  a  public  utility  property  a  direct  lien  on  the  property,  and  in  addition 
places  the  entire  credit  of  the  municipality  behind  the  bonds.  A  plan  to  amend 
the  bill  by  making  bonds  a  lien  only  on  the  property  acquired  is  opposed  by 
Mayor  Baker  of  Cleveland.  Cincinnati  municipal  officials  oppose  the  bill  as  it 
stands. 

MUNICIPALITIES 

83 — Public  or  Municipal  Ownership. 

Taft  on  Public  Ownership,  Electrical  World,  1/5  page,  February  7, 
1914,  p.  296. 

This  quotes  from  a  statement  made  by  Ex-president  Taft  at  a  banquet  at  the 
Canadian  Club  in  the  King  Edward  Hotel  in  Toronto  on  January  29,  as  follows: 
"Let  me  warn  you  to  act  with  care  in  the  operation  of  your  great  public  utilities. 
Public  ownership  may  be  all  right;  I  don't  know.  But  I  do  know  that  public 
operation  of  the  people's  needs  is  a  mighty  dangerous  thing  to  dabble  with.  Tire 
business  of  governing  bodies  and  councils  is  not  to  operate;  their  business  is  to 
attend  to  the  affairs  which  concern  them,  and  thev  have  no  right  to  invest  sums 
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of  money  in  utilities  while  more  needed  things  are  left  in  want.  Let  them,  who 
think  otherwise  try  it  in  a  small  way,  and  let  them  who  would  rush  ahead 
do  so  and  then  foot  the  bill,  for  I  warn  you  again  that  a  high  tax  rate  is  not  a 
pleasant  platform  on  which  to  come  before  the  electorate." 

83 — Public  Ownership. 

The  Meaning  of  Government  Regulation  of  Railroads.  Engi- 
neering and  Contracting,  ]/$  page,  February  4,  1914,  p.  178. 

This  states  that  if  regulation  is  pushed  to  the  point  of  actually  discouraging 
present  owners  by  large  risks  and  small  returns  government  operation  may  at 
any  time  become  necessary  and  thus  make  public  ownership  virtually  complete. 
It  is  conceivable  that  government  representatives  or  officials  may  some  day  be 
capable  of  handling  economically  the  enormous  business  of  the  railways;  but  it 
is  to  be  hoped  that  this  revolution  (supposing  it  to  be  inevitable)  will  be  gradually 
and  quietly  brought  about  and  that,  meantime,  the  interested  cooperation  of 
those  who  now  own  and  manage  our  transportation  systems  may  be  held  by  fair 
treatment  and  payment  proportionate  to  performance. 

83 — Municipal  Ownership. 

Chicago's  Public  Power  Scandal,  Editorial,  Public  Service,  Yz 
page,  February,  1914,  p.  39. 

This  gives  the  historical  facts  with  regard  to  the  Sanitary  District  water  power 
of  Chicago,  and  the  recent  attempt  of  the  District  to  secure  higher  prices  for 
the  energy  sold  to  the  city  for  street  lighting.  The  Chicago  Tribune,  which 
originally  was  a  supporter  of  the  project  is  quoted  to  the  effect  that  the  present 
cost  of  producting  electricity  in  the  District  is  at  least  twice  as  high  as  it  should 
be  for  three  reasons  (1)  unsystematic  engineering  plans;  (2)  grossly  padded 
payroll  costs;  and  (3)  unbalanced  consumption  of  the  power  of  the  plant;  and 
that  these  faults  are  all  due  to  politics. 

83 — Municipal  Ownership. 

Tacoma  Rejects  Public  Railway,  editorial,  Public  Service,  -|~page, 
February,  1914,  p.  38. 

This  comments  on  the  rejection,  by  the  citizens  of  Tacoma.  Washington,  at  a 
special  election  December  30,  of  an  $S7.000  bond  issue  for  the  construction  of 
a  municipal  street  railway  line.  The  offer  made  by  the  Tacoma  Railway  and 
Light  Company  with  regard  to  the  extension  concerned  is  given,  and  the  history 
of  the  campaign  outlined.  It  is  said  that  the  people  of  Tacoma  have  had  a  long 
experience  with  a  municipal  electric  plant.  Their  adverse  vote  on  a  city-owned 
street  railway  line — the  second  decision  of  the  kind  within  a  year — may  or  may 
not  have  been  influenced  by  this  experience. 

82 — State  Regulation  of  Municipal  Utilities. 

To  Regulate  Michigan  Municipal  Ownership  Plants.  Public 
Service,  ]/$  page,  February,  1914,  p.  66. 

This  comments  on  the  fact  that,  due  to  certain  discriminatory  rates  granted  by 
the  municipal  lighting  plant  of  Lansing,  Michigan,  to  business  consumers,  in 
order  to  compete  with  the  Michigan  Power  Company,  residence  consumers  arc 
dissatisfied.  It  is  predicted  that  a  bill  will  be  introduced  at  the  next  session 
of  the  legislature,  giving  the  Commission  greater  power  over  municipally  owned 
utilities.  It  is  said  that  as  the  matter  now  stands  a  municipal  plant  is  able  to 
fix  its  rate  and  charge  just  about  what  it  pleases  and  the  Railroad  Commission  is 
powerless  to  act  in  the  matter.     The  state   law  regulating   private  corporations 
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of  si  public  utility  nature  are  stringent,  tnrl  there  is  no  safeguard  in  case  a 
municipal  plant  charges  an  exhorbitant  rate;  and  in  case  the  consumer  fancies 
he  has  a  grievance,  he  has  no  one  to  whom  he  can  tell  his  troubles. 

83 — Public  Ownership. 

Inefficjency  of  Government  Enterprises.    Public  Service,  1  page, 

February,  1914,  p.  67. 

This  compares  public  operation  of  businesses  with  private  operation,  and  cites 
the  various  reasons  for  the  necessary  superiority  of  the  latter  over  the  former. 

GENERAL 

149 — Holding  Companies. 

Administration  Views  on  Holding  Companies,  Editorial,  Electric 

Railway  Journal,  j/3  page,  January  31,  1914,  p.  217. 

This  quotes  President  Wilson's  statement  with  regard  to  holding  companies  in 
his  message  of  January  20.  The  assertion  is  made  that  it  was  almost  incredible 
that  the  administration  should  seriously  contemplate  a  campaign  against  hold- 
ing companies  as  they  are  understood  in  the  electric  railway  and  lighting  field. 
It  was,  therefore,  satisfactory  to  read  in  the  daily  papers  early  this  week  the 
semi-official  denial  that  interference  was  not  being  considered  with  this  kind 
of  holding  company.  It  is  said  that  any  such  plan  would  be  almost  a  catas- 
trophe not  only  to  the  electrical  industry  but  to  the  smaller  communities  which 
now  enjoy  electric  service  which  they  could  not  possess  without  the  device  of 
the  holding  company.  Such  bodies  are  organized  not  to  stifle  competition  but  to 
give  the  benefit  of  expert  aid  in  engineering,  operation  and  finance  to  scattered 
plants  whose  existence  otherwise  would  often  not  be  warranted.  Each  isolated 
plant  may  be  a  monopoly  within  its  own  territory,  but  practically  all  political 
economists  believe  that  municipal  utilities  must  be  monopolies  if  the  greatest 
efficiency  is  to  be  secured.  The  holding  company  organization  is  obligatory  in 
a  plan  "of  this  kind  because  each  local  operating  company  usually  must  incor- 
porate under  the  laws  of  the  state  where  its  service  is  given  so  as  to  secure 
the  right  of  eminent  domain  and  other  privileges.  To  go  back  to  the  old  plan 
of  separate  ownership  would  not  only  greatly  cripple  many  existing  undertakings 
but  would  probably  lead  to  the  abandonment  of  some  of  them  and  the  loss  of 
their  services  to  the  cities  concerned. 

98 — Public  Relations. 

Address  of  President  Black  Before  the  Midyear  Meeting  of  the 
A.  E.  R.  A.,  January  29,  1914.  Electric  Railway  Journal,  2y2 
pages,  January  31,  1914,  p.  234. 

This  comments  on  the  attacks  made  on  every  side  on  electric  railway  companies. 
It  is  said  that  some  few  of  these  attacks  are  inspired  by  political  motives,  but 
whatever  the  motives  may  be,  the  attacks  most  to  be  feared  derive  their  strength 
from  the  ignorance  of  the  industry  on  the  part  of  the  public.  It  is  pointed  out 
that  the  cars  operating  over  tracks  laid  in  the  streets  are  about  all  the  average 
man  sees  of  the  complicated  and  intricate  system  and  organization  required  to 
operate  a  modern  electric  railway.  To  the  uninitiated  the  only  apparent  differ- 
ence between  the  present  and  the  old  horse-car  days  is  the  elimination  of  the  horses 
and  the  installation  of  some  overhead  wires.  It  is  said  that  municipal  ownership 
and  municipal  operation  will  inevitably  develop  in  some  of  our  cities.  This  is 
by  no  means  without  its  compensating  features,  and  will  probably  be  as  im- 
portant an  educating  factor  as  could  possibly  be  devised.  In  San  Francisco 
municipal  ownership  has  permanently  laid  at  rest  several  questions  which  have 
vexed  and  harrassed  the  street  railroads  in  many  of  the  more  radical  cities  of 
the  country,  for  example,  the  no-seat  no-fare  ordinances,  the  overcrowding  of 
cars  during  the  rush  hours  and  a  number  of  others.  With  reference  to  de- 
preciation it  is  said  that  the  deduction  of  this  accruing  or  deferred  maintenance 
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from  the  reproduction  cost  of  a  plant  for  rate-making  purposes  is  logically  un- 
sound and  economically  confiscatory,  but  unfortunately  it  has  been  so  generally 
acquiesced  in  that  it  will  be  most  difficult  to  correct.  Companies  should  also 
work  toward  the  general  recognition  of  the  justice  of  claims  for  going  value. 

98 — Public  Relations. 

The  Detroit  Crisis  and  Adversary,  Editorial,  Electrical  Railway 
Journal,  Vi  page,  January  31,  1914,  p.  217. 

This  comments  on  the  recent  statement  of  the  Mayor  of  Detroit  that  the  last 
year  "brought  the  crisis  in  the  twenty-year  warfare  with  our  ancient  adversary, 
the  Detroit  United  Railway."  The  statement  is  made  that  it  is  the  attitude  which 
such  words  indicate,  whether  displayed  by  company  or  city,  that  makes  it  so  diffi- 
cult to  settle  public  utility  problems.  "Ancient  adversary-'  and  "twenty-year 
warfare"  are  not  the  conciliatory  terms  that  should  come  from  either  side  in 
such  a  controversy.  They  are  not  a  basis  for  the  co-operative  relations  that 
ought  to  exist  between  a  city  and  its  utilities  in  order  that  the  best  service 
may  be  provided.  An  attitude  of  this  kind  is  the  strongest  argument  for  a  state 
commission  to  deprive  a  city  wholly  of  the  power  of  regulation.  If  a  city  regards 
a  utility  as  its  adversary  it  cannot  decide  what  is  fair  for  either  itself  or  the 
utility.  Reasonable  action  can  be  expected  only  from  an  able  state  commission 
which  recognizes  neither  side  as  an  adversary,  but  seeks  to  develop  a  reasonable 
co-operative  policy.  If  the  Detroit  United  Railway  is  an  adversary  of  the  city 
of  Detroit  as  the  Mayor  claims,  it  is  not  the  only  adversary  in  Detroit.  It  has 
yet  to  be  proved  that  the  company  is  an  adversary  to  the  growth  and  prosperity 
of  the  city. 

98 — Public  Relations. 

Do  It,  and  Do  It  First,  Editorial,  Electric  Railway  Journal,  y2  page, 
February  7,  1914,  p.  292. 

This  states  that  while  it  is  true  enough  that  public  utilities  in  general  and 
electric  railways  in  particular  do  not  get  a  square  deal  from  the  public  and  the 
newspapers,  this  is  due  in  many  instances  to  delay  in  correcting  causes  for  legiti- 
mate complaint.  To  wait  until  such  complaint  reaches  the  stage  of  public  outcry 
and  indignation  is  one  of  the  surest  ways  to  become  so  unpopular  and  so  dis- 
trusted that  there  is  no  chance  for  a  fair  hearing  even  when  the  utility  is  clearly 
in  the  right.  To  do  the  right  thing  and  to  do  it  first — not  under  the  compulsion 
of  agitation  or  as  the  result  of  an  order  from  a  public  service  commission — is 
one  of  the  shortest  roads  to  a  good  understanding  with  the  community. 

98 — Public  Relations. 

The  Relations  of  Public  Service  Companies  and  the  Public,  by 
Henry  W.  Anderson.  Electric  Railway  Journal,  3%  pages,  January 
31,  1914,  p.  241. 

This  discusses  the  lack  of  popularity  of  public  service  companies.  It  is  said  that 
the  companies  are  constantly  on  the  defensive  and  their  energies  and  resources 
are  consumed  in  efforts  to  safeguard  their  properties  which  the  public  is  under 
obligation  to  protect.  It  is  averred  that  there  are  certain  inherent  defects  in  the 
contract  or  relation  between  the  companies  and  the  public.  The  power  of  regu- 
lation and  control  of  public  service  properties  is  reserved  in  the  public,  while  the 
responsibility  for  their  financial  success  rests  upon  the  company.  The  results 
of  the  exercise  of  this  control  are  direct  in  their  effect  upon  the  owners  of  the 
property,  while,  to  a  great  extent,  they  arc  indirect  in  their  effects  upon  the 
public.  '  If  this  power  is  unwisely  exercised  it  results  in  immediate  b's^  to  the 
owners  of  the  property,  but  a  service  will  still  be  rendered  by  receivers  or  other- 
wise and  the  effect  upon  the  public  interests  will  be  seen  only  in  the  indirect 
consequences — depreciated  public  service  and  resulting  restrictions  upon  the  pros- 
perity and  development  of  the  community.  The  public  therefore  fails  to  realize 
that    these    conditions    resulted    from    its    own    unwise    action,    blames    them    upon 
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the  company,  and  seeks  by  imposing  additional  regulations  and  restrictions  to 
remedy  the  evils  which  have  resulted  from  too  much  <>r  unwise  regulation.  To 
obviate  these  difficulties  it  is  recommended  (1)  that  the  public  be  made  to  feel 
the  direct  interest  it  has  in  the  prosperity  of  public  service  companies,  through 
wages,  taxes,  public  charges,  and  increase  in  property  values:  (2)  thai  the 
public  be  given  a  more  obvious  and  direct  financial  interest  in  the  success  or 
failure  of  the  public  service  companies  and  in  the  revenues  derived  from  their 
operation  through  some  profit-sharing  scheme;  (3)  that  the  company  use  every 
means — the  press,  the  court-room,  the  forum,  and  every  other  legitimate  channel — 
for  conveying  information  to  instruct  the  public  concerning  the  condition-;  and 
requirements  of  its  complicated  business,  since  ignorance  is  the  fundamental 
source  of  the  public  error  and  injustice. 

98 — Public  Relations. 

Public  Kelations,  by  Guy  E.  Tripp.  Electric  Railway  Journal,  Ar- 
ticle and  editorial,  3  pages,  January  31,  1914,  p.  238  and  p.  219. 

The  above  article  comments  upon  the  education  which  both  public  and  utility 
have  received,  during  the  past  in  regard  to  their  responsibilities  toward  each 
other,  and  states  that  the  time  is  ripe  for  corporations  to  cooperate  with  the 
people.  Reference  is  made  to  the  damage  done  by  '"those  self-appointed  advisers 
of  the  people  who  till  our  magazines  with  misstatements  of  facts  and  upon  such 
premises  build  their  attractive  and  popular  arguments."  It  is  suggested  that. 
to  combat  this  influence,  a  well-organized  bureau  should  be  maintained  for  the 
purpose  of  correcting  authoritatively  and  widely  all  misstatements  of  facts  as 
fast  as  they  appear.  It  is  said  that  the  confidence  of  the  public  is  necessary 
before  public  service  securities  can  gain  the  popularity  they  should  have;  and 
the  work  of  cooperation  must  start  from  conditions  as  they  now  exist  or  it  will 
not  start  at  all.  A  declaration  of  principles,  stating  the  position  of  the  associa- 
tion in  regard  to  various  problems  is  recommended. 

The  editorial  heartily  endorses  the  plan  for  such  a  declaration,  holding  that  it 
should  be  strong,  straight-forward  and  fair  to  the  public  interest.  The  speech 
is  characterized  as  "a  first-rate  analysis  of  present  conditions.'" 

98 — Public  Relations. 

Public  Utilities  Commissions  and  Public  Service  Corporations,  by 
W.  D.  Scott.  Journal  of  Electricity,  Power  anel  Gas,  V-/±  pages, 
January  31,  1913,  p.  98. 

This  discusses  the  relations  between  public  utility  corporations  and  their  cus- 
tomers, and  the  change  in  the  attitude  of  the  one  to  the  other,  brought  about 
by  commission  regulation.  The  early  unwillingness  of  the  corporations  to  con- 
sider their  business  as  public  business  is  attributed  to  an  outgrowth  of  the 
sentiment  of  the  individual  which  dislikes  public  criticism  of  private  matters,  and 
which  leads  a  man  to  think  that  his  business  is  his  business.  The  statement  is 
made  that  if  the  various  regulating  bodies  may  achieve  but  one  thing,  the  re- 
turn of  confidence  of  the  general  public,  their  efforts  and  the  expense  entailed 
will  be  worth  while. 

91 — Promotion  and  Growth  of  the  Business. 

The  Saturation  Point  in  Electric  Earnings,  by  H.  C.  Stoddard. 
Journal  of  Electricity,  Power  and  Gas,  1V4  pages,  January  31,  1914. 
p.  99. 

This  is  a  consideration  of  ways  and  means  by  which  the  customer  may  he 
induced  to  increase  his  use  of  electric  current.  It  is  said  that  the  difference 
in  cost  between  electric  and  other  means  of  lighting,  vacuum  cleaning,  ironing, 
cooking  and  water  heating  is  so  small  that  the  customer  may  easily  be  per- 
suaded to  use  electric  service,  on  account  of  its  cleanliness,  convenience,  freedom 
from  danger,  smoke  or  gas. 
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COURT   DECISION  REFERENCES. 

224 — Rate  Regulation. 

State  ex  rel.  Great  Northern  Ry.  Co.  v.  Public  Service  Commis- 
sion op  Washington  et  al.  Decision  of  the  Supreme  Court  op 
Washington,  December  13,  1913. 

This  upholds  the  power  of  the  Washington  Commission  to  establish  joint  rates 
and  to  apportion  the  resulting  revenue  between  the  carriers  concerned. 

244 — Rehearings  and  Appeal. 

Briggs  et  al  v.  Cass  Circuit  Judge.  Decision  of  the  Supreme  Court 
op  Michigan,  December  20,  1913.    144  Northwestern  501. 

A  customer  brought  suit  before  the  Michigan  Commission  against  the  Cass 
County  Telephone  Co.  because  the  company  had  disconnected  his  telephone  line; 
and,  being  dissatisfied  with  the  Commission's  decision  carried  the  case  to  the 
Circuit  Court.  The  Circuit  Court  judge  issued  an  order  whereby  the  company 
was  directed  to  furnish  service  to  those  customers  whose  lines  had  been  dis- 
connected, stating  that  the  order  was  "only  temporary  in  character,  to  preserve 
the  rights  of  said  parties  in  statu  quo,  and  without  prejudice,  until  such  time 
as  the  Michigan  Railroad  Commission  .  .  .  shall  have  passed  upon  all  of  the 
matters  and  things  complained  of  in  the  complaints  of  .  .  .  Smith  et  al.  v. 
The  Cass  County  Home  Telephone  Company."  The  company,  not  having  obeyed 
the  order  was  sued  for  contempt  of  court.  This  decision  holds  that  the  order 
of  the  court  was  void  as  without  jurisdiction,  since  it  was  entered  without 
transmitting  to  the  Commission  a  copy  of  the  evidence  taken,  and  a  notice ;  that 
the  circuit  court  in  chancery  cannot  issue  an  order  to  preserve  the  statu  quo 
pending  the  suit,  unless  to  sustain  the  action  of  the  Commission;  and  that  the 
circuit  court  in  chancery,  in  special  proceedings  against  the  Railroad  Commission 
must  be  considered  as  a  court  of  special  and  limited  jurisdiction,  and  no  presump- 
tion of  jurisdiction  should  be  indulged. 

224 — Rate  Regulation. 

Southern  Pacific  Co.  et  al.  v.  Railroad  Commission  of  Oregon 
et  al.  Decision  of  the  District  Court,  D.  Oregon,  September  29, 
1913. 

This  holds  that  the  Oregon  initiative  act  of  November  5  1912,  described  in  the 
title  as  "An  act  to  provide  for  a  uniform  percentage  in  the  relationship  of  the 
classification  ratings,  providing  for  the  establishment  of  minimum  car  load 
weights,  to  fix  the  maximum  rate  on  basis  of  the  less  than  car  load  rate  of  the 
article  and  the  minimum  car  load  weight  that  may  be  charged  on  car  load  ship- 
ments of  property,  defining  the  rating  upon  which  the  car  load  rate  shall  be 
computed,  and  prescribing  penalties  for  violations  of  the  provisions  of  the  act," 
is  unconstitutional  and  void  as  depriving  the  railroad  companies  of  their  property 
without  due  process  of  law  and  denying  them  the  equal  protection  of  the  law-. 
The  decision  says:  "We  think  that  the  act  is  not  only  violative  of  the  just  rights 
of  the  carrier  to  manage  his  own  affairs  and  exercise  his  own  judgment  respecting 
the  spread  between  car  load  and  less  than  ear  load  rates,  so  long  as  lie  keeps 
within  the  bounds  of  reasonable  maximum  rates  and  does  not  discriminate 
between  persons  and  localities,  but  it  would  compel  him  in  many  instances  to 
accept  unreasonably  low  rates,  in  order  to  comply  with  its  provisions  and  avoid 
criminal  prosecution.  It _  cannot  be  denied  that  such  an  act  is  violative  of 
his  constitutional  right,  which  forbids  the  taking  of  property  without  due  process 
of  law  and  requires  the  equal  protection  of  the  laws.  We  conclude  therefore  thai 
the  Initiative  Act  is  unconstitutional  and  void,  and  must  be  so  treated. 
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For  statement  of  facts  and   opinions   contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATES 

EVANSVILLE,  INDIANA 

72 — Rate  Schedules. 

The  Evansville  Public  Service  Company,  Evansville,  Indiana 
(Pop.  69,647),  made  a  voluntary  revision  and  reduction  of  its  rates 
taking  as  the  maximum  rate.  7y2  cents  per  kilowatt-hour,  prescribed 
as  the  rate  for  light  and  power  in  the  franchise  rendered  the  Com- 
pany.   The  following  rates  were  made  effective  January  1,  1913 : 


RESIDENCE   LIGHTING   RATES. 
Rate. 

7%  cents  per   k\v.  hr.  for  the  first  100  kw.  hrs.  consumed  per  month. 
7         "         "         "            "      -    next 
6%     "         

G  "  "  "  • 

5y2       u  .  ..  ..        ..        « 

5         "  •         "  

41^        «  ..  ..  ..         a         te 

4         "  •         "  

3%     "  "  "  "    all  over  800 


Prompt  Payment  Discount. 

10  per  cent  if  bill  is  paid  on  or  before  the  12th  day  of  the  month  succeeding 
that  month  for  which  bill  is  rendered. 

Minimum  Charge. 

$1.00  net  per  consumer  per  month. 

COMMERCIAL   LIGHTING  RATES. 
Regular  Rate. 
Same  schedule  as  for  residence  lighting. 

Optional  Rate. 

Under   this   schedule,    stores    and    commercial    establishments   of   every    character 
will  be  billed,  if  they  so  elect  by  contract  for  lighting  service. 

Rate. 

Demand  Charge. 

$2.50  net  or  $2.77  gross  per  active  kilowatt  per  month. 

Energy  Charge. 

3   cents  net  or  3%   cents  gross  per  kilowatt-hour   for  the  first   90  hours'   use 
per  month  of  active  connected  load. 


Editorial  Note. — All  indented  matter  is  direct  quotation. 
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2  cents  net  or  2.22  cents  gross  per  kilowatt-hour  for  all  energy  use  in  excess 
of  90  hours'  use  per  mouth  of  the  active  connected  load. 

Determination  of  Active  Connected  Load. 

Class    A.      Banks,    office    buildings,    professional    establishments,    wholesale    and 
retail   merchandise   establishments,   etc. 

The  following  percentage  of  the  connected  load  shall   be  deemed  active: 

90  per  cent  of  the  first  2  kilowatts. 

80     next  3 

60     "       "     "   all  over  5  " 

Class   B.     Department   stores,   hotels   and    office   buildings   where   company   sells 
service  to  the  building  as  one  customer,  but  not  including  stores  on  the  first  floor. 

The  following  per  cent  of  the  connected  load  shall  be  deemed  active: 

70  per  cent  of  the  first     5  kilowatts. 

50     "        ' next     5 

30     all  over   10 

Class  C.     Vaudeville  theatres,  moving  picture  shows,  etc.     The  following  percent- 
age of  connected  load  shall  be  deemed  active: 

60  per  cent  of  the  first  5  kilowatts. 
40     all  over  5 

For  40-week  theatres.  33%  per  cent  of  connected  load,  and  for  summer  parks, 
and  all  similar  transient  customers,  100  per  cent  of  the  connected  load,  shall 
be  deemed  active. 

Prompt  Payment  Discount. 

The  difference  between  the  gross  and  net  rates  will  constitute  a  discount  for 
prompt  payment  on  bills  paid  on  or  before  the  twelfth  day  of  the  month. 


POWER  RATES. 

Regular  Rate. 
Rate. 

5       cents  per  kilowatt-hour  for  the  first     300  kilowatt-hours  per  month. 

4y2      "  "  "  -      "     next     300 

4  "  "  "  "      "       "         300 

3%      "  "  "  '        300 

3  "  "  -  "      "        "         300 

2%      "  "  "  "     all  over   1500 


Prompt  Payment  Discount. 

10  per  cent  if  bill  is  paid  on  or  before  the  12th  day  of  the  month  succeeding 
the  month  for  which  bill  is  rendered. 

Minimum  Charge. 

50  cents  net  per  horse  power  connected  per  month. 


Optional  Rate. 
Rate. 

Demand  Charge. 

$2.00  net  or  $2.22  gross  per  active  kilowatt   per  month. 

Energy  Charge. 

1  cent  net  or  1.11  cents  gross  per  kilowatt-hour  for  all  currenl   consumed. 
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Prompt  Payment  Discount. 
Same  as  in  regular  rale. 

Active  Connected  Load. 

The  following'  percentage  of   total    nominal    rated   capacity  of   motor  or   motors 

installed   sliall    be   deemed   active: 

90  per  cent  of  the  first     5  horse  power  of  connected  load. 


80 

" 

•• 

"    next     5 

70 

<t 

a 

"     "       "     20 

GO 

it 

.. 

"     "       "     20 

50 

u 

" 

"   all  over  50 

MEADVILLE,  PENNSYLVANIA 

72 — Rate  Schedules. 

The  following  is  the  rate  schedule  of  the  People's  Incandescent 

Light    Company,   Meadville,    Pennsylvania    (Pop.    12,780),    effective 

January  1st,  1914 : 

RETAIL  LIGHT  SERVICE. 

Available  tor  and  applying  to  all  consumers  using  the  Company's  standard 
lighting  service,  applicable  especially  to  residence  lighting  and  other  lighting 
service  where  average  monthly   consumption  is  low. 

Rate. 

10  cents  per  kilowatt-hour. 
Prompt  Payment  Discount. 

Discount  of  10  per  cent  if  paid  on  or  before  the  10th  day  of  each  month. 
Minimum  Charge. 

$1.00  per  month  per  consumer. 
Terms  and  Conditions. 

A  cash  deposit  of  $3.00  will  be  required  with  each  service  application  when 

customer  is  not  a  property  owner,  or  when  monthly  service  charges  are  not 

guaranteed  by  a  responsible  party. 

The  company  reserves  the  right  to  discontinue  service  in  case  of  failure  of 
customer  to  make  prompt  payment  of  bills  when  due,  or  in  case  of  violation 
of  the  rules  and  regulations  of  the  company  governing  use  of  the  electric 
service. 

WHOLESALE   LIGHTING   SERVICE. 

Available  for  and  applying  to  all  consumers  using  the  company's  standard 
lighting  service,  and  especially  applicable  to  commercial  lighting  and  other 
lighting  service  where  average  monthly  consumption  warrants  a  minimum 
charge  of  $2.00. 

Rate: 

10  cents  per  kw.  hr.  for  the  first  10  kw.  hrs.  per  month. 

8      "        "       "      "      "     "     next  20     "       "       "         " 

a       "         '<         «        "       "      "  ■■        _j  i      "         «        «  ii 

r        «  «         a        «        ii       ii  ii     QQO      "         "         "  " 

4      "        "       "      "      "all  over  1000     "       "       " 
Prompt  Payment  Discount. 

Discount  of  5  per  cent  if  paid  on  or  before  the  10th  day  of  each  month. 
Minimum  Charge. 

$2.00  per  month  per  consumer. 
Terms  and  Conditions. 

Same  as  in  retail  lighting  service  except  that  $5.00  is  required  as  a  cash 
deposit. 
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SIGN  AND   WINDOW   LIGHTING. 

Available  for  all  consumers  using  the  company's  standard  lighting  service  for 
sign,  window  and  display  lighting.  This  service  is  turned  on  and  off  by  the 
company  and  will  be  operated  between  dusk  and  eleven  P.  M.  each  day. 

Rate. 

1  cent  per  watt'  for  each  watt  installed. 

Prompt  Payment  Discount. 

5  per  cent  if  paid  on  or  before  10th  day  of  each  month. 

Minimum  Charge. 

$1.00  per  month  per  consumer. 

Terms  and  Conditions. 

Same  as  for  retail  lighting  service. 

COOKING  AND  HEATING  SERVICE. 

Available  for  all  consumers  using  the  company's  standard  service  for  heating 
and  cooking  purposes  and  offering  a  special  low  rate  to  consumers  desiring 
to  use  electric  cooking  utensils   and  heating  devices. 

Rate. 

4  cents  per  kilowatt-hour. 

Prompt  Payment  Discount. 

5  per  cent  if  paid  on  or  before  the  10th  day  of  each  month. 

Minimum  Charge. 

$1.00  per  month  per  consumer. 

Terms  and  Conditions. 

Same  as  for  retail   lighting  service. 

GENERAL  POWER  SERVICE. 

Available   for  all   power   consumers  using  the  company's   standard  service. 

Rate. 

Energy  Charge. 

5  cents  per  kilowatt-hour  for  all  use  less  than  250  kilowatt-hours  per  month. 
4%     "        "  "  "  250  kilowatt-hours  per  month. 

4         "         "  "  "  500 

3y2        „  «  u  u  100<) 

2%  "  "  "  "  2000 

2%  "  "  '•  "  3000 

2  "  "  "  '•'  5000 
1%  "  "  "  "  10000 
1%  ••  "  "  "  20000 

For  power  consumed  for  amounts  named  above,  charge  will  be  made  at  rate 
given  for  next  larger  amount. 

Demand  Charge. 

Where  unit  consumption  exceeds  2000  kilowatt-hours  per  month  a  monthly 
charge  of  $1.00  per  kilowatt-demand  will  be  made  in  addition  to  unit  charge 
as  named  above. 
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Determination  of  Demand. 

Where  installation  does  not  exceed  15  kilowatts  the  maximum  monthly  demand 
will  be  the  actual  installed  demand.  Where  installation  exceeds  15  kilowatts 
the    maximum    monthly    demand    will    be    determined    by    maximum    demand 

meters. 

Prompt  Payment  Discount. 

5  per  cent  if  paid  on  or  before  the  10th  day  of  each  month. 

Minimum  Charge. 

$1.00  per  month  per  kilowatt-demand,  provided  that  in  no  case  an  amount  will 
be  charged  less  than  $2.00. 

Terms  and  Conditions. 

A  cash  deposit  of  $10.00  will  be  required  with  each  service  application  when 
the  customer  is  not  a  property  owner  or  when  monthly  service  charges  are 
not  guaranteed  by  a  responsible  party. 


RESERVE  OR  BREAKDOWN  SERVICE. 


Rate. 


In  accordance  with  previous  schedules  herein  named  as  conditions  and  require- 
ments of  consumers  may  demand. 

Minimum  Charge. 

$1.00  per  month  per  kilowatt  of  installed  demand. 

Terms  and  Conditions. 

Same  as  for  general  power  service. 


SOUTHERN  CALIFORNIA  EDISON  CO. 

72 — Rate  Schedules. 

The  Southern  California  Edison  Company  has  filed  with  the  Cali- 
fornia Railroad  Commission  a  new  schedule  for  electric  lighting 
service  which  applies  in  Los  Angeles,  Riverside,  San  Bernardino  and 
Orange  Counties,  excepting  in  the  cities  of  Los  Angeles  and  Pasa- 
dena.   This  schedule  becomes  effective  March  1,  1914. 

Rate. 
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Minimum  Charge. 

$1.00  per  month. 

Lamp  Renewals. 

Free  renewals  of  Gem  metalized  filament  lamps  of  8  candlepower   and  over. 
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COMMISSION  DECISIONS 

CALIFORNIA 

226.2 — Extension  of  Service. 

Complaint  v.  Great  Western  Power  Company,  Alleging  Company's 
Refusal  to  Provide  Service.  Decision  of  the  California  Railroad 
Commission,  Ordering  the  Company  to  Extend  Service  to  Complain- 
ant, December  27,  1913. 

In  discussing  the  question  of  extension  of  service,  the  Commission 
says : 

It  should  he  distinctly  understood  that  this  Commission  does  not 
approve  the  apparently  growing  tendency  on  the  part  of  public 
utilities  in  this  State  to  refuse  to  make  extensions  unless  the  pro- 
posed customer  pays  for  the  extension.  A  very  usual  arrangement 
to  which  the  Commission's  attention  is  being  frequently  directed, 
is  an  arrangement  by  which  the  consumer  pays  for  the  cost  of  the 
extension  and  is  reimbursed  in  the  amount  of  20  per  cent,  or  some 
similar  amount,  of  his  bill  month  by  month.  Ordinarily,  this  Com- 
mission will  not  approve  of  such  an  arrangement.  Unless  an  ex- 
ceptional case  is  presented,  the  Commission  will  adhere  to  the  gen- 
eral principle  to  the  effect  that  it  is  the  duty  of  a  public  utility  to 
build  at  its  own  expense  all  extensions  which  are  necessary  to  serve 
persons  residing  in  territory  which  the  company  either  by  direct 
assertion  or  by  necessary  inference  holds  itself  out  as  ready  to 
serve. 

WISCONSIN 

224— Rates. 

Application  of  Endeavor  Electric  Light  and  Power  Company  for 
Authority  to  Increase  Rates.  Decision  of  the  Wisconsin  Railroad 
( !(  amission.  Ordering  that  the  Increased  Rates  be  Put  in  Effect.  De- 
cember 30,  1913. 

The  electric  plant  of  the  applicant  is  operated  in  connection  with  a 
creamery.  When  the  business  was  started  the  owners  expected  to  be 
able  to  operate  with  very  little  expense  above  the  cost  of  carrying  on 
the  creamery  business,  by  using  a  storage  battery  system.  Conditions 
of  operation  have  not  been  such  as  were  anticipated  and  the  cost  of 
service  was  underestimated.  The  rates  charged  were  10  cents  per  kilo- 
watt-hour for  the  first  20  kilowatt-hours  per  month  and  iS  cents  per 
kilowatt-hour  for  all  excess.  The  increased  rates  applied  for  by  the 
company  and  authorized  by  the  Commission  are  as  follows: 

Rate. 

15  cents  per  kw.  hr.  for  the  first  30  kw.  hrs.  per  month. 
10     "  "     all  excess  use  per  month. 
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NEW  JERSEY 

221.1 — Issues  of  Stocks  and  Bonds. 

Petition  of  the  Public  Service  Railway  Company  for  Approval  of 
Issue  of  Bonds.  Decision  of  the  New  Jersey  Board  of  Public  Util- 
ity Commissioners  Withholding  its  Approval.     December  5,  1913. 

The  petitioner  asked  for  authority  to  issue  $620,000  of  North  Hudson 
County  Railway  bonds.  The  intention  expressed  by  the  petitioner 
was  to  sell  the  bonds  to  the  Fidelity  Trust  Company  of  Newark  at 
97  per  cent  of  their  par  value.  A  would-be  purchaser  protested  that 
he  had  been  denied  opportunity  to  bid  for  this  issue. 

While  the  Board  has  no  interest  in  what  particular  purchaser  may 
secure  the  bonds,  the  Board  feels  charged  under  the  statute  to  see 
that  the  price  to  be  brought  by  security  issues  involves  no  in- 
fringement of  the  rights  of  shareholders  of  the  company  or  its 
patrons.     .     .     . 

The  decision  reviews  the  jurisdiction  of  the  Board  over  stock  and 
bond  issues  under  Chapter  195,  P.  L.  1911. 

This  section  was  judicially  construed  by  the  Supreme  Court  in 
February  Term  of  1913,  in  re  Interstate  Telephone  and  Telegraph 
Company,  prosecutor  and  relator,  vs.  Board  of  Public  Utility  Com- 
missioners.    In  the  syllabus  to  the  opinion,  it  is  said: 

'The  effect  of  said  legislation  was  also  to  impose  upon  the  Board 
of  Public  Utility  Commissioners  the  duty  of  investigating  the 
purpose  of  a  proposed  issue  of  bonds  payable  in  more  than  one 
year  from  the  date  thereof,  and  it'  in  its  judgment  the  purpose 
of  such  bond  issue  will  be  of  doubtful  benefit  to  the  applying  cor- 
poration, and  ultimately  may  result  injuriously  to  the  investing 
public,  the  Board  may  withhold  its  power  of  approval." 

In  the  same  opinion  it  is  also  said : 

"Therefore,  the  word  'purpose'  in  this  connection  must  be  ac- 
corded a  meaning  which  will  enable  the  Board  to  investigate  not 
only  the  object  of  the  proposed  bond  issue,  but  the  conditions  un- 
der which  it  is  to  be  made,  and  the  entire  environment  of  the  com- 
pany with  its  antecedents/'  etc.,  etc. 

And  again : 

"Such  we  conceive  was  the  legislative  inquiry  when  it  reposed  the 
power  in  and  imposed  the  duty  upon  this  administrative  Board  to 
investigate,  not  only  the  legality  but  practically  the  public  policy 
and  equity  of  a  proposed  bond  issue,  which  in  its  far-reaching 
effects  concerns  not  alone  this  prosecutor  and  its  bondholders,  but 
the  welfare  of  the  investing  community  and  the  public  conscience 
of  the  State,  upon  the  approval  of  whose  delegated  agency  the 
bonds  will  be  offered  for  sale." 

The  question  which  arises  is,  therefore,  this.  Was  the  petitioner's 
decision  to  sell  the  entire  block  at  97  and  accrued  interest  to  the 
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Fidelity  and  its  two  associates,  excluding  competitive  bids  and 
omitting  to  sound  other  possible  purchasers,  one  of  whom  had  in- 
dicated a  desire  to  be  accorded  the  privilege  of  bidding,  a  matter 
fairly  within  the  elastic  limits  of  the  company's  discretion,  or  did 
such  financing  in  the  concrete  circumstances  constitute  a  departure 
from  a  sound  and  safe  rule  of  action  whereby  the  company  would 
obtain  less  than  the  utmost  possible  or  probable  by  the  sale  of  its 
securities  ? 

The  Board  is  of  opinion  that  if  a  novel  and  unseasoned  security 
were  being  floated  in  a  large  amount,  the  returns  on  which  were 
experimental  or  problematical,  the  company's  decision  to  accept 
a  bid  at  what  seemed  to  the  company  a  reasonable  price,  without 
subjecting  itself  to  the  risk  of  failing  to  obtain  by  competitive 
bids  a  market  broad  enough  to  absorb  the  entire  issue,  might, 
under  appropriate  circumstances,  be  wholly  unobjectionable. 
But  the  bonds  to  be  issued  for  this  refunding  belong  to  a  class  of 
closely-held,  high-grade,  thoroughly-seasoned  and  well-secured 
bonds.     .     .     . 

Under  such  circumstances  the  omission  to  assess  the  market  value 
of  the  refunding  issues  by  sounding  possible  buyers,  and  espe- 
cially where  it  was  known  that  there  was  at  least  one  competent 
buyer  desirous  of  bidding,  seems  to  the  Board  to  be  a  question- 
able policy. 

Inasmuch  as  any  amount  received  for  the  refunding  bonds  less 
than  par  must  be  amortized  during  the  life  of  the  bonds,  an  addi- 
tional burden  by  just  this  amount  is  imposed  upon  the  patrons 
of  the  company,  and  an  additional  barrier  by  just  this  amount  is 
interposed  between  the  company's  shareholders  and  their  divi- 
dends.    .     .     . 

NEW  JERSEY 

129.4— Refunds. 

Investigation  of  the  Rates  of  the  Wildwood  Water  Works  Company. 
Decision  of  the  New  Jersey  Board  of  Public  Utility  Commissioners, 
Fixing  Rates.     October  17,  1913. 

The  Board  finds  that  the  company's  practice  of  charging  consumers 
for  the  meter  box  is  an  unjust  and  unreasonable  regulation. 

This  Board  has  no   legal   power,   however,   to   order   reparation. 

Where  the  company  has  exacted  from  the  customer  payment  for 
the  meter  box,  we  are  not  empowered  to  order  a  refund. 

OHIO 

221.1 — Issue  of  Stocks  and  Bonds. 

The  Attorney  for  the  Ohio  Public  Utilities  Commission,  in  an  opin- 
ion dated  October  30,  1913,  stated  that  a  public  utility  may,  subject  to 
the  approval  of  the  Commission,  issue  bonds,  notes  or  other  evidences 
of  indebtedness,  payable  at  periods  of  more  than  twelve  months  after 
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date  thereof,  for  the  purposes  set  forth  in  Section  614-53  of  the  Gen- 
eral Code  of  Ohio  as  amended  April  28,  1913,  and  under  the  condi- 
tions therein  contained,  in  excess  of  the  amount  of  capital  stock  of 
such  public  utility  or  railroad. 

223—  REPORTS 

MASSACHUSETTS. 

The  Massachusetts  Public  Service  Commission  issued  an  order,  No- 
vember 24,  1913,  requiring  all  common  carriers  and  public  utilities 
under  its  jurisdiction  to  make  quarterly  statements  to  the  Commis- 
sion showing  in  detail  payments  for  advertising  or  general  publicity ; 
salaries  and  expenses  paid  through  its  legal  department  to  attorneys 
resident  in  Massachusetts  and  any  payments  for  legal  services  to  any 
resident,  exclusive  of  payment  for  damages  to  person  or  property; 
payments  for  services  of  any  character  rendered  in  connection  with 
state  legislation;  and  amounts  paid  for  the  purpose  of  assisting  or 
influencing  in  any  way  the  nomination  or  election  to  public  office  in 
Massachusetts  or  for  the  purpose  of  assisting  or  defending  any  polit- 
ical party  or  political  or  governmental  policy. 

77—  SAFETY  OF  SERVICE. 

OREGON. 

General  Regulations  Governing  Overhead  and  Underground 
Construction  of  Telegraph,  Telephone,  Signal,  Trolley  and 
Power  Lines  Within  Oregon.  Order  of  the  Oregon  Railroad  Com- 
mission, Prescribing  Rules,  Effective  October  1,  1913. 

The  Commission  on  its  own  motion  made  an  investigation  of  the 
regulations  and  practices  of  railroads  and  public  utilities  of  the  state 
as  to  the  manner  of  construction  of  telegraph,  telephone,  signal,  trol- 
ley and  power  lines.  After  hearing,  general  regulations  were  pre- 
scribed by  the  commission  to  apply  to  new  construction.  These  regu- 
lations are  not  to  be  construed  as  limiting  the  right  of  the  Commis- 
sions to  change  any  installation  that  is  believed  to  be  hazardous. 

REFERENCES 
RATES 

65 — Discrimination. 

Unfair  Discriminations  and  the  Rate  Advance  Case.     Editorial, 

Railway  Age  Gazette,  February  13,  1914,  p.  2(>-">. 

This  comments  on  the  position  taken  by  the  Interstate  Commerce  Commission 
that  no  advance  rates  will  be  allowed  in  the  Eastern  territory  until  the  railways 
abolish  certain  unfair  discriminations,  which  take  the  form  chiefly  of  the  render- 
ing by  the  railways  of  free  switching  services  to  certain  industries;  the  pay- 
ment to  railways  owned  by  industrial  concerns  of  improper  or  excessive  per 
diem  reclaims  or  allowances  for  the  rendering  of  switching  or  other  services 
to  the  shippers  themselves;  the  granting  of  excessive  division  of  through  rates 
to  railways  controlled  by  industrial  concerns,  and  so  on.  The  action  of  the 
Commission  is  upheld,  even  though,  it  is  said,  the  discrimination   in  question  is 
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the  natural  and  perhaps  inevitable  consequence  of  competition  between  the  rail- 
ways among-  themselves  and  the  shippers  among  themselves.  The  opinion  is  ad- 
vanced that  it  does  not  follow,  as  some  assume,  that  because  the  Commission  is 
dealing  with  the  industrial  railway  matter  and  the  rate  advance  question  at  the 
same  time,  there  will  be  no  general  advance  in  freight  rates. 

139.9— Deposits. 

Utilities  Right  to  Require  Advance  Payment,  Public  Service  Regu- 
lation, 2  pages,  February,  1914,  p.  71. 

This  is  a  compilation  of  decision  of  courts  and  commissions  from  the  earliest 
times  to  the  present  in  regard  to  the  right  of  a  public  utility  company  to 
require  payment  before  installing  or  rendering  service.  It  is  stated  in  conclusion 
that  payment  in  advance  is  a  condition  attached  to  the  legal  principle,  that  a 
public  service  company  must  serve  all  who  apply,  and  is  found  in  public  service 
law  from  the  earliest  times.  The  condition  is  permitted  as  a  guarantee  of 
good  faith  on  the  part  of  the  patron  and  as  a  protection  of  the  companies 
from   loss. 

INVESTMENT  AND  RETURN 

36 — Depreciation. 

The  Depreciation  Plan  op  the  Valuation  Committee  op  the 
American  Society  of  Civil  Engineers.  Engineering  News,  February 
12,  1914,  p.  350. 

This  discusses  the  conclusions  in  regard  to  depreciation  contained  in  the  Report 
of  this  committee.  The  various  objections  to  be  made  against  the  usual 
methods  for  making  depreciation  allowances  are  given,  and  the  scheme  adopted 
by  the  committee  is  explained.     Extracts  are  given  from  the  report. 

36 — Depreciation. 

Railroad  Property  Depreciation,  By  Richard  J.  McCarthy,  Pub- 
lic Service  Regulation,  1  page.  February,  1914,  p.  66. 

This  is  an  abstract  of  a  46  page  article  by  Richard  J.  McCarty,  vice-president 
of  the  Kansas  City  Southern  Railway  Company.  The  conclusions  drawn  are 
that  (1)  the  amortization  of  depreciation,  being  based  entirely  upon  conjecture, 
is  unscientific  and  unsound;  (2)  the  treatment  of  depreciation  as  a  part  of  the 
necessary  original  cost  is  the  only  practicable  method  and  does  no  injustice 
either  to  the  public  or  to  the  company;  and  (3)  the  treatment  of  depreciation 
as  a  part  of  the  original  necessary  cost  of  the  property  is  not  in  substantial 
conflict  with  the  decisions  of  the  highest  courts. 

31 — Valuation. 

The  Work  Involved  in  the  Valuation  op  Railroads,  by  Honorable 
Charles  A.  Prouty,  Railway  Age  Gazcttte,  3  pages,  February  13, 
1914,  p.  320,  and  Public  Service  Regulation,  4  pages,  February,  1914. 
p.  61. 

This  is  a  discussion  of  the  work  to  be  done  in  the  valuation  of  the  railways; 
of  the  time  and  the  outlay  of  money  which  will  be  required;  and  of  the  benefits 
to  be  derived.  It  is  said  that  this  work  of  valuation  will  be  of  incidental  benefit 
to  the  railway  investor  and  so  to  the  general  public.  While  this  has  not  been 
generally,  perhaps  not  at  all,  remarked  upon  as  an  advantage,  it  will  turn  out 
to  be  a  substantial  one.  While  the  problem  of  establishing  railway  rates  will 
not  be  solved  by  this  valuation,  that  problem  will  be  enormously  simplified. 
It  can  be  known  with  certainty  whether  the  general  level  of  rates  is  or  is  not 
too  high,  and  in  establishing  the  charges  to  be  observed  by  a  single  carrier,  even 
in  fixing  the  rate  upon  a  single  commodity,  it  will  be  of   much   benefit  to  know 
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the   value   of   the    property    involved.     The   only    solid    foundation    upon    which 

public   service    commissioners    can    stand    is    a    knowledge    of    the    vali E    the 

property  involved;  the  determination  of  tliese  values  is  indispensable  to  the 
just  and  intelligent  administration  of  their  work.  While  this  valuation  will  be 
of  incidental  benefit  to  the  investor,  while  it  is  essential  to  the  work  of  the 
rate-making  tribunal,  its  greatest  immediate  value  is  political.  The  stale  of  the 
public  mind  towards  our  railways  is  such  that  this  information  is  absolutely 
necessary.  None  of  the  main  questions  of  regulation  can  be  justly  dealt  with 
until  we  know  the  actual  value  of  these  properties. 

31 — Valuation. 

Valuation  of  the  Street  Railways  at  Los  Angeles,  California. 
Engineering  News,  2y2  pages,  February  12,  1914,  p.  358. 

This  explains  briefly  the  situation  leading  up  to  the  valuation  of  the  street 
railways  of  Los  Angeles,  and  abstracts  the  parts  of  the  Damon-Arnold  report 
dealing  with  (1)  construction  and  equipment,  (2)  real  estate  and  rights  of  way. 
(3)  earnings  and  expenses,  and  (4)  conclusions.  A  table  is  given  summarizing 
the  comparative  statistics  of  conditions  in  several  American  cities  which  accom- 
pany the  report.  A  copy  of  the  letter  of  the  President  of  the  Board  of 
Public    Utilities  to   the  City   Council,  transmitting  the   report,  is    included. 

PUBLIC  SERVICE  REGULATION 

222 — Accounts. 

Explicit  Directions  for  Public  Utility  Accounting,  Editorial, 
Electric  Railway  Journal,  1  page,  February  7,  1914,  p.  293. 

This  comments  on  the  paper  on  depreciation  and  rate-making  by  Halford  Erick- 
son,  abstracted  in  4  Rate  Research  301.  With  regard  to  public  service  account- 
ing, it  is  said  legislators  and  their  agents,  public  service  commissions,  have  in 
the  past  endeavored  to  state  clearly  the  proper  principles  to  be  followed  in  the 
accounting  practice  of  the  field,  but  their  instructions  have  nearly  always  lacked 
the  specified  details  and  careful  illustrations  that  were  necessary  for  their  suc- 
cessful carrying  out.  It  is  said  that  from  observations  made  on  visits  to 
bureaus  of  accounting  and  statistics  of  different  public  service  commissions,  one 
is  led  to  believe  that  these  public  bodies  might  well  follow  the  example  of  the 
private  systematizers.  It  is  notorious  in  this  country  that  public  organizations 
are  negligent  in  working  according  to  the  principles  upon  which  the  success  of 
private  enterprise  is  based;  but  if  other  public  service  commissions  will  adopt 
the  frank  corrective  attitude  of  the  Wisconsin  Railroad  Commission  there  will  be 
improvement  at  least  in  the  practical  success  of  the  accounting  systems  promul- 
gated in  the  field  of  commission  work. 

2 — Public  Service  Regulation. 

Public  Relations  to  Public  Utilities:  An  Exposition  of  a  Broad 
and  Sound  Viewpoint,  from  the  Public  Addresses  of  Samuel 
Insull,  During  the  Period  1898  to  October,  1913.  Public  Servict 
Regulation,  1%  pages,  February,  1914,  p.  67. 

This  comments  on  the  fact  that  in  the  progress  from  the  beginning  of  the 
demand  for  public  regulation  by  state  commissions  through  the  various  stages 
of  anticipation  and  realization,  the  feelings  of  managers  of  public  utility 
properties  have  varied  through  all  the  conditions  and  degrees  and  kinds  of  emo- 
tion, from  the  most  cordial  welcome  to  the  most  bitter  opposition.  Those 
who  have  followed  the  progress  of  regulation  closely  have  seen  many  changes 
for  the  better  in  the  views  of  individuals  as  the  work  of  regulation  has 
developed.  The  various  public  policy  addresses  of  Samuel  Insull  are  referred 
to  as  an  example  of  a  notably  sound  and  consistent  position  toward  this  ques- 
tion,  held    through   a    long  period    of   years    by    a    man   charged    with    unusually 
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heavy  responsibilities  in  the  financing  and  development  and  management  of 
large  public  utility  properties.  It  is  said  that  these  addresses  are  noteworthy 
not  alone  for  their  value  as  clear  statements  of  opinion,  but  because  they  clearly 
express  principles  which  Mr.  Insull  has  carried  out  in  the  operation  of  the 
properties  under  his  own  direction.  The  broad-gauge  policy  of  the  Common- 
wealth Edison  Company,  in  making  a  truly  remarkable  scientific  development 
of  facilities  and  business,  serve  the  ends  of  producing  an  enormous  output  and 
frequent  reductions  in  rates,  by  means  of  which  the  company  has  shared  with 
the  public  the  benefits  accruing  from  the  growth  of  the  community  and  skillful 
management  of  its  property,  shows  that  these  statements  by  Mr.  Insull  are 
the  expression  of  a  sincere  and  fundamental  conviction,  and  the  principles  he  sets 
forth  have  been  recognized  in  much  of  the  best  work  which  has  been  done,  up 
to  the  present  time,  in  public  utility  regulation  and  public  utility  management. 

Extracts  are  given  from  the  addresses  made  by  Mr.  Insull  before  the  Invest- 
ment Bankers'  Association  of  America,  October  13,  1913;  the  twenty-fifth  anni- 
versary of  the  National  Electric  Light  Association,  May  25,  1910;  and  the 
National  Electric  Light  Association,  June  7,  1S9S. 

226.5 — Standards  of  Service. 

Bureau  of  Standards,  Editorial,  Electric  Railway  Journal,  14  page, 
February  7,  1914,  p.  291. 

This  comments  on  the  proposed  cooperative  work  of  the  Bureau  of  Standards  and 
the  public  service  commissions  of  the  states,  outlined  in  Dr.  Rosa's  paper,  ab- 
stracted in  4  Rate  Research  236  and  268.  Attention  is  called  to  the  high  repute 
of  the  Bureau.  The  statement  is  made  that  the  plan  would  give  it  no  legal 
authority  over  the  utilities,  but  it  would  act  in  a  sense  as  a  clearing  house  for 
technical  information  desired  by  the  state  commissions.  For  this  reason,  and 
because  disregard  of  its  work  would  give  rise  to  diverse,  inconsistent  and  confus- 
ing conclusions  in  the  different  states,  the  plan  seems  to  be  directly  in  the  line 
of  business  efficiency  and  economy. 

2 — Public  Service  Regulation. 

The  Work  of  Public  Service  Commissions  with  Special  Reference 
to  the  New  York  Commissions,  By  William  Anderson.  Bulletin 
of  the  University  of  Minnesota,  November,  1913,  44  pages. 

This  gives  a  general  historical  sketch  of  the  conditions  leading  to  the  founda- 
tion of  public  service  commissions;  a  detailed  analysis  of  the  provisions  of  the 
New  York  Law ;  a  brief  outline  of  the  work  which  has  been  done  by  the  New 
York  Commissions  for  the  first  and  second  districts;  a  summary  of  the  general 
results  of  commission  control;  and  a  general  review  of  the  problem.  It  is 
said  that  the  practical  objects  for  which  the  commissions  were  created  have 
been  in  large  part  attained.  Service  has  been  improved,  prices  have  in  many 
cases  been  reduced,  stock- watering  has  been  prevented,  avoidable  accidents  have 
been  reduced  in  number.  Local  regulation,  it  is  said,  has  been  a  failure.  The 
argument  of  success  is  clearly  with  state  commissions;  and  logic  argues  no 
less  powerfully  for  them.  It  is  said  that  property  may  to-day  be  divided 
roughly  as  follows:  (1)  private  property;  (2)  private  property  used  in  the 
public  service;  and  (3)  public  property.  It  is  vain  to  blind  ourselves  to 
modern  socialistic  tendencies.  This  second  class  of  property  is  growing,  and 
much  of  it  is  passing  on  into  the  third  class,  public  property,  but  none  is 
falling  back.  Public  service  commissions  air,  by  their  activities,  increasing 
the  value  and  keeping  down  the  valuation  of  properties  in  this  second  class; 
and  thus  the  way  for  ultimate  public  ownership  is  being  smoothed.  But,  at 
the  same  time,  the  need  for  public  ownership  is  being  greatly  minimized. 
Various  recommendations  are  made  for  state  public  service  commission  laws. 
It  is  said  that  Avhile  the  acts  should  be  complete  in  every  detail,  and  the  com- 
missions given  considerable  power,  conservation  should  so  temper  the  laws  that 
the  development  of  industry  would  progress  unhindered.  Steadiness  and  reason- 
ableness  have    made   the    "weak''    Massachusetts    commissions    strong,   while    too 
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drastic,  destructive  action  is  hurting  the  prestige  of  commissions  with  wider 
powers;  and  the  success  of  the  New  York  commissions  should  be  attributed 
not  so  much  to  the  broad  powers  they  possess  as  to  the  deliberate  yet  firm 
moderation   with  which  they  have  gone  forward. 

Various  appendices  and  a  bibliography  are  given. 

MUNICIPALITIES 

83 — Municipal  Ownership. 

Favors  Municipal  Ownership,  Extract  from  an  Address  by  Hon.  H. 
S.  Martin,  U.  S.  Philippine  Commissioner.  Public  Service  Regula- 
tion, y2  page,  February,  1914,  p.  114. 

This  states  that  the  man  who  wants  free  government,  whether  it  is  good 
government  or  not.  is  not  apt  to  view  the  question  of  municipal  ownership 
as  does  the  man  who  wants  good  government  whether  it  is  free  or  not.  The 
first  man  will  favor  municipal  ownership  of  public  utilities,  because  it  is  a 
part  of  democracy :  because  it  is  an  extension  of  the  rule  of  the  people.  The 
second  man  will  favor  private  ownership  because  he  would  expect  a  more 
orderly  and  profitable  management  of  the  utility.  The  primary  purpose  of  a 
public  utility  in  public  hands  is  social  betterment,  and  not  profit,  and  when 
we  remember  that  the  purpose  of  maintaining  the  city  government  is  social 
betterment,  and  not  profit,  it  seems  that  we  may  expect  more  harmony 
between  the  various  elements  of  our  city,  if  the  purpose  of  these  elements  is 
in  agreement  with  the  purpose  of  the  city. 

84— Public  or  Municipal  Operation. 

Letter  to  Governor  Martin  H.  Glynn  From  Executive  Commit- 
tee Empire  State  Gas  and  Electric  Association  in  Reference  to 
the  Conservation  of  the  Water  Resources  of  the  State.  Janau- 
ary  15, 1914. 

The  association  states  that  it  is  in  hearty  accord  with  the  demand  for  the 
conservation  of  natural  resources — their  proper  and  economic  use,  with  a  view 
not  only  to  the  needs  of  the  present,  but  also  to  the  needs  of  the  future.  To 
accomplish  the  purposes  desired  in  the  most  satisfactory  manner  possible  and 
with  the  greatest  benefit  to  the  State  as  a  whole,  the  following  plan  (which 
corresponds  closely  to  that  of  the  Committee  on  Water  Power  of  the  Fifth 
National  Conservation  Congress,  Nov.  18-20,  1913),  is  suggested: 

(1)  The  right  to  develop  and  use  water  power,  now  owned  by  the  State  or 
created  by  it  in  connection  with  the  construction  of  any  public  works,  shall  be 
leased  in  such  a  manner  and  at  such  prices  as  shall  assure  the  State  an  adequate 
yearly  revenue  therefrom.  (2)  Such  lease  or  grant  shall  in  the  first  instance  be 
for  a  definite  period  of  sufficient  length  to  warrant  the  investment  of  capital  in 
the  development.  (3)  At  the  expiration  of  such  period  the  grant  shall  auto- 
matically become  an  "indeterminate"  grant.  That  is,  it  "may  be  terminated 
by  the  proper  authorities  at  any  time  upon  the  payment  of  a  fair  compensation 
for  the  value  of  the  property  thus  taken."  which  shall  include  such  appurten- 
ances  installed  by  the   lessee,  as   are  necessary  for   the  development  of   power. 

(4)  At  the  expiration  of  the  original  term  of  the  grant  and  at  recurring  inter- 
vals thereafter,  the  amount  of  rental  to  be  paid  to  the  State,  together  with  other 
necessary  terms  and  conditions  shall  automatically  come  up  for  determination. 

(5)  A  grant  shall  be  unassignable  except  with  the  consent  of  the  proper  State 
authorities.  (G)  The  grant  shall  be  on  condition  of  development  of  the  whole 
capacity  of  the  power  site  as  rapidly  as  may  from  time  to  time  be  required 
with  due  consideration  to  market  conditions  and  demands  and  also  on  condition 
that  continuous  power  to  the  amount  of  the  required  development   is   available. 
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(7  )  No  person,  corporation  or  municipality  shall .  in  consideration  of  any  contract 
or  lease  with  the  State  under  this  plan,  be  relieved  of  any  obligations  now 
imposed  upon  it  by  law  and  every  person,  corporation  or  municipality  becoming 
a  grantee  under  this  plan  shall,  if  the  power  is  developed  for  sale,  be  subject 
to  the  jurisdiction  of  the  Public  Service  Commission. 


GENERAL 

78— Service. 

Distribution  of  Electrical  Energy  :  Report  of  Sub-Committee  on 
Distribution,  bv  P.  Junkersfeld,  Chairman.  Proceedings  of  the  A.  I. 
E.  E.,  59  pages,  February,  1914,  p.  235. 

This  gives  an  outline  of  good  engineering  practice  in  the  distribution  of  electrical 
energy  for  various  purposes  and  under  various  conditions.  It  is  said  that  in 
addition  to  the  centralization  of  electric  power  generation,  the  centralization 
of  distribution,  at  least  the  transmission  to  substations  and  the  conversion 
therein,  should  always  receive  the  most  careful  consideration.  Beyond  the 
substation  it  is  also  very  desirable  to  have  centralization,  at  least  to  the  extent 
of  a  single  system  for  all  general  supply.  The  report  is  supplemented  by  a 
list  of  references  to  such  contributions  from  American  and  foreign  authors  as 
have  been  put  into  book  form  or  have  not  been  presented  before  the  American 
Institute  of  Electrical  Engineers.  In  the  appendices  several  of  the  most  impor- 
tant problems  in  the  distribution  of  electrical  energy  have  been  treated  by 
members  of  the  committee  who  have  had  particular  experience  in  these  problems. 


COURT   DECISION   REFERENCES. 

224 — Rate  Regulation. 

Central  of  Georgia  Railroad  Company  v.  Railroad  Commission  of 
Alabama  ;  Western  Ry.  of  Alabama  v.  Same.  Decision  of  the  Dis- 
trict Court  M.  D.  Alabama.    December  4,  1913.    209  Federal  75. 

The  railroads  in  these  cases,  sought  and  failed  to  obtain  injunctions  against 
the  enforcement  of  orders  of  the  Railroad  Commission  of  Alabama,  fixing  a  2% 
cent  rate  for  intrastate  passenger  traffic.  With  regard  to  the  companies'  con- 
tention that  the  revenue  obtained  would  not  be  sufficient  to  pay  a  fair  return 
upon  the  property  devoted  to  intrastate  business,  the  court  holds  that  "it 
would  not  be  fair  to  charge  Alabama  business  with  its  proportion  of  the  valua- 
tion of  a  road  which  was  much  more  expensively  built  and  equipped  than  was 
appropriate   for  the  character  of  the  business  done   over  it  within  that  state." 

With  respect  to  the  stimulation  of  passenger  traffic  through  the  use  of  the 
lower  fare,  the  decision  says:  "It  is  universally  true  that  passenger  rates  are 
lowered  as  traffic  increases  in  density.  The  benefit  of  the  increment  due  to 
stimulation  of  the  lower  rate  should  go  entirely  to  the  public,  and  that  due  to 
the  growth  of  the  tributary  territory  should  be  divided  between  the  carrier 
and  its  patrons.  Can  it  then  be  said  that  a  reduced  passenger  rate,  which  when 
put  into  operation  produces  a  revenue  equal  to  or  greater  than  a  higher  rate 
of  the  carrier's  own  selection  and  adoption,  is  a  confiscatory  rate?"  "It  might 
be  better  policy  for  the  Commission  to  permit  the  carrier  to  reap  the  benefit  of 
the  country's  growth  and  enable  it  thereby  to  give  better  and  safer  service, 
but  this  is  a  matter  for  the  decision  of  the  Commission  and  not  the  courts, 
whose  sole  province  is  to  preserve  the  carrier's  property  from  confiscation,  and 
not  to  review  the  Commission's  determination  on  questions  of  business  or  public 
policy.  It  seems  to  us  that  a  passenger  rate  cannot  be  said  to  be  confiscatory 
or  unreasonably  low  when  its  effect,  on  experiment,  is  to  yield  the  carrier  as 
much   or   more   revenue   than   was   produced   under    its   former   high   rate." 
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RATES 
BRIDGEPORT,  CONNECTICUT 

72 — Rate  Schedules. 

The  United  Illuminating  Company,  Bridgeport,  Connecticut  (pop. 
102,054),  charges  the  following  rates  for  electric  light  and  power: 


LIGHTING 

RATES 

Rate. 

8  cents  per  kilowatt-hour. 

Quantity 

Discounts. 

5% 

less 

for      400 

kw. 

hrs. 

or 

more 

per  in  on 

10% 

a 

600 

if 

ee 

tt 

a             te 

15% 

ti 

"       800 

a 

(C 

tt 

if             tt 

20% 

a 

"    1,600 

a 

a 

a 

a             tt 

25% 

a 

"    2,400 

a 

ft 

tt 

tt             a 

30% 

tt 

"    3,200 

tt 

tt 

a 

tt             a 

35% 

a 

"    4,000 

iC 

a 

tt 

tt             te 

Minimum  Charge. 

$12.00  per  year  per  meter. 

Lamp  Renewals. 

The  above  rate  includes  free  renewal  of  standard  Gem  metalized  filament  lamps. 


Rate. 

POWER 

RATES. 

6 

cents 

per 

h.p.lir. 

foi 

less  than   50 

h.p.hrs. 

per   month. 

5 

a 

a 

i( 

ft 

50  h 

p.hrs. 

or 

more 

a             ti 

4.50 

it 

a 

te 

tt 

100 

a 

it 

a 

ee              ee 

4.25 

it 

tt 

ft 

if 

200 

a 

te 

tt 

a             te 

4.00 

it 

a 

tt 

ti 

400 

a 

tt 

a 

a             a 

3.75 

tt 

a 

a 

tt 

600 

k 

ee 

ee 

it             tt 

3.50 

it 

tt 

tt 

it 

800 

it 

it 

a 

if                 it 

3.30 

tt 

tt 

tt 

ti 

1,200 

a 

tt 

tt 

it                 it 

3.10 

tt 

a 

tt 

a 

1,600 

a 

ft 

it 

a             a 

2.90 

it 

a 

it 

a 

2,400 

a 

tt 

a 

tt             a 

2.70 

it 

a 

tt 

te 

3,600 

ti 

it 

tt 

te             a 

2.50 

tt 

tt 

a 

a 

4,800 

a 

ti 

a 

it             it 

2.30 

a 

it 

te 

a 

6,000 

tt 

tt 

ee 

if                  (C 

2.10 

it 

a 

tt 

a 

8,000 

a 

a 

a 

a             it 

1.90 

tt 

a 

tt 

tt 

10,000 

a 

ti 

ee 

tt             a 

1.80 

it 

a 

it 

a 

15,000 

tt 

tt 

it 

a             te 

1.70 

it 

tt 

it 

tt 

20,000 

■  a 

te 

ee 

it              it 

1.60 

te 

tt 

it 

tt 

30.000 

a 

te 

te 

te              ee 

1.50 

it 

tt 

te 

a 

40.000 

a 

tt 

a 

te             te 

Editorial  Note. — All  indented  matter  is  direct  quotation 
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Minimum  Charge. 

$1.00  per  month  for     %  h.p.  installed. 


1.50 
2.00 
2.50 
3.00 
4.00 
4.00 
5.00 


1 
2 

3 
4 
5 

IV-i 
10 


50  cents  per  h.p.  per  month  for  all  over  10  h.p.  installed. 

65—  DISCRIMINATION 

CALIFORNIA 

Application  of  Fowler  Independent  Telephone  Company  for  Per- 
mission to  Increase  Telephone  Rates.  Decision  of  the  California 
Railroad  Commission,  Fixing  Rates.    December  27,  1913. 

It  has  been  the  practice  of  the  applicant  to  charge  patrons,  who  desire 
to  invest  in  stock  of  the  company,  rates  which  are  more  favorable  than 
the  regular  rates  charged  by  the  company.  Commenting  on  this  prac- 
tice the  decision  says : 

The  amount  of  stock  which  a  patron  is  required  to  purchase  varies 
with  the  cost  of  providing  service,  and,  while  it  is  evident  that  the 
owners  of  capital  will  not  invest  in  an  enterprise  which  does  not 
promise  a  reasonable  return  to  the  investor,  and  while  a  more  favor- 
able rate  to  stockholders  than  to  those  patrons  who  have  not  pur- 
chased stock  may  be  in  a  measure  possible  of  justification  on  this 
basis,  it  is  also  evident  that  stockholders'  rates  should  not  be  so  low 
as  to  unduly  burden  the  other  rates.  A  more  equitable  basis  would 
seem  to  be  to  establish  similar  rates  for  similar  service  to  all  patrons 
alike  and  to  pay  purchasers  of  stock  a  reasonable  return  in  the 
form  of  dividends  on  their  investment.  I  shall,  therefore,  recom- 
mend that  stockholders  and  non-stockholders  be  charged  the  same 
rates. 

OHIO 

Proposed  Rule  of  the  People's  Telephone  Company  of  Belmont, 
Ohio.  Opinion  of  the  Attorney  for  the  Ohio  Public  Utilities  Com- 
mission, Holding  that  the  Rule  is  Discriminatory  and  Unreasonable, 
November  15,  1913. 

The  telephone  company  made  inquiry  to  the  Commission  as  to  its 
right  to  prescribe  a  rule  that  any  person  desiring  service  would  be 
required  to  own  five  shares  of  stock.  The  opinion  of  the  attorney  for 
the  Commission  says: 

They  [the  People's  Telephone  Company]  state  if  they  are  not  per- 
mitted to  make  the  regulation  that  a  person  must  own  five  shares 
of  stock  that  their  usefulness  as  a  mutual  company  would  be  de- 
stroyed.    .     .     . 
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It  [the  Company]  has  been  serving  the  public  in  general.  It  ap- 
pears that  it  is  their  intention  to  abandon  the  service  of  the  public 
and  become  a  purely  mutual  company.  It  desires  to  operate  as  a 
mutual  company,  as  far  as  furnishing  telephones  to  stockholders 
is  concerned,  at  least.  This  cannot  be  done  so  long  as  by  its  articles 
of  incorporation  it  holds  itself  out  to  the  world  as  a  public  service 
corporation ;  so  long  as  it  remains,  by  public  profession  in  its  cor- 
porate charter,  a  public  service  corporation,  it  must  serve  the  pub- 
lic without  discrimination ;  and  so  long  as  it  retains  its  present 
charter  it  will  be  subject  to  the  public  utility  laws  of  Ohio,  and  to 
your  [commission]  regulation  and  cannot  operate  as  a  mutual 
company.     .     .     . 

It  cannot  practice  discrimination  in  favor  of  its  stockholders.  If 
some  of  the  stockholders  secure  service  for  a  certain  rate,  or  under 
certain  terms,  all  stockholders  who  are  similarly  situated  must  be, 
and  are,  entitled  to  the  same  terms  and  the  same  rates;  and  the 
fact  that  a  person  is  a  stockholder  in  this  company  does  not  give 
him  any  greater  rights  for  service  than  is  possessed  by  any  other 
citizen  who  is  similarly  situated  who  desires  service  and  connec- 
tion.    .     .     . 

COMMISSION  DECISIONS 

NEW  JERSEY 

132 — Protection  from  Competition. 

Petition  of  the  Jersey  Power  Company  for  Authority  to  Issue  Stock 
to  Provide  Funds  for  the  Construction  of  Transmission  Lines.  Deci- 
sion of  New  Jersey  Board  of  Public  Utility  Commissioners,  Dis- 
missing the  Petition.    January  27,  1914. 

221.1 — Issue  of  Stocks  and  Bonds. 

The  Petitioner  designs  to  obtain  current  generated  by  the  Jersey  Cor- 
poration in  Boonton  and  transmit  the  same  over  the  lines  to  be  con- 
structed as  described  in  the  petition. 

Said  Jersey  Corporation  is  not  a  "public  utility,"  as  defined  by 

the  act  regulating  public  utilities 

It  is  not  by  law  subject  to  the  Board's  regulation  and  control.  It 
is,  however,  true  that  the  contract  between  the  Jersey  Corporation 
and  the  Jersey  Power  Company,  submitted  by  the  petitioner  along 
with  its  brief,  recites  that  "the  character  of  the  service  shall  be 
such  as  they  (the  distributing  company)  may  direct  and  desire  so 
as  to  meet  the  requirements  of  all  its  customers  and  any  regulations 
or  demands  made  by  the  Public  Utility  Commission  of  the  State  of 
New  Jersey  or  any  other  public  body."  .  .  . 
But  it  is  doubtful  whether  such  a  contractual  stipulation  could  con- 
fer jurisdiction  on  this  Board  over  the  character  of  service  arising 
from  the  operation  of  the  generating  company. 
If  said  contract  were  modified  or  rescinded  by  the  parties  thereto, 
it  is  evident  that  any  control  and  regulation  by  this  Board  over  the 
petitioner  would  be  impaired  or  destroyed. 
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Without  in  anywise  impugning  the  good  faith  of  the  petitioner,  it 
appears  clear  that  the  arrangement  in  the  furtherance  of  which 
they  desire  to  use  the  proceeds  of  this  stock  is  one  that  lends  itself 
admirably  to  the  purpose  of  those  who  might  be  bent  on  escaping 
the  control  which  the  law  of  this  State  seeks  to  throw  around  public 
utilities  generally.  Where  the  generating  company  is  not  a  public 
utility,  and  therefore  is  exempt  from  the  regulation  designed  for 
public  utilities,  and  when  the  electric  current  transmitted  by  the 
transmission  company  is  generated  by  a  concern  not  under  public 
regulation  and  control,  how  can  this  Board  exercise  the  power  con- 
ferred upon  it  by  statute  ? 

It  appears  to  this  Board  that  a  security  issue  cannot  be  said  in  the 
language  of  the  statute  ' '  to  be  made  in  accordance  with  law, ' '  when 
said  issue  contemplates  a  purpose  which,  if  consummated,  renders 
the  law  regulating  public  utilities  inoperative. 

132 — Protection  from  Competition. 

The  principal  intervenor  bases  its  objection  chiefly  on  the  ground 
that  the  petitioner  designs  the  construction  of  transmission  lines 
and  the  location  of  a  sub-station  within  territory  now  adequately 
served  by  the  intervenor  [The  Morris  and  Somerset  Electric  Com- 
pany], 

The  petitioner  avers  that  the  construction  of  said  lines  and  the 
location  of  said  sub-station  are  warranted  by  reason  of  its  contract 
to  afford  power  to  the  Morris  County  Traction  Company. 

The  petitioner's  contention  we  understand  to  be  that  even  though 
its  transmission  lines  may  in  part  invade  a  territory  locally  sup- 
plied by  other  electric  companies,  and  though  its  sub-stations  may 
have  to  be  located  in  such  territory,  the  furnishing  of  electric 
energy  in  large  quantity  to  a  traction  company  traversing  a  num- 
ber of  districts  locally  supplied  with  electricity  is  warranted  gen- 
erally where  the  price  offered  by  the  intruding  company  is  lower 
than  could  otherwise  be  afforded,  and  where  a  local  company  has 
been  remiss  in  offering  to  such  traction  company  a  comparable 
service  or  price. 

The  petitioner  also  offers  to  agree  that  these  extensions  it  designs 
shall  be  employed,  in  territory  otherwise  pre-empted,  only  for  sup- 
plying energy  to  the  traction  company.  A  decision  warranting  such 
an  arrangement  is  cited  in  Massachusetts  where  the  Connecticut 
River  Transmission  Company  was  permitted  to  enter  Worcester 
and  Fitchburg,  and  sell  power  despite  the  opposition  of  the  local 
companies.  (Vol.  25,  Annual  Report  of  Mass.  Board  of  Gas  and 
Electric  Light  Commissioners.) 

The  same  grounds  that  w7ould  warrant  the  Board  in  withholding  its 
approval  of  a  franchise  which  should  create  competition  locally  be- 
tween public  utilities  might  be  cited  as  grounds  for  the  disapproval 
of  the  purpose  of  a  security  issue  which  would  result  in  similar 
local  competition  between  public  utilities. 
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It  is  to  be  noted  in  all  of  the  three  decisions  quoted  above  that  the 
immunity  from  competition  of  the  company  in  possession  is  rested 
upon  its  rendering  adequate  service  at  a  reasonable  price. 

Do  the  circumstances  in  the  petitioner's  case  render  its  position  so 
exceptional  as  to  justify  a  departure  from  the  Board's  rule  as  re- 
gards utility  competition  locally? 

The  Board  is  unable  so  to  find.  For,  first,  the  petitioner  is  physi- 
cally able  to  transmit  current  to  the  Morris  County  Traction  Com- 
pany without  entering  with  transmission  lines  and  sub-stations  into 

territory  already  locally  supplied  with  electric  current 

Moreover  there  is  force  in  the  position  that  if  the  petitioner  once 
enters  the  territory  adjacent  to  Morristown,  the  petitioner  may  be 
solicited  to  take  on  local  business  without  the  legal  right  to  re- 
fuse  

This  is  a  form  of  competition  to  which  the  Morris  and  Somerset 
Electric  Company  may  reasonably  object.  The  intervenor,  it  ap- 
pears, is  giving  adequate  service  throughout  the  district  it  serves. 
There  is  no  complaint  either  of  its  service  or  its  prices.  It  replaced 
the  inadequate  electric  lighting  service  formerly  given  in  Morris- 
town.  It  experienced  for  a  time  local  competition  therein  to  its 
own  and  to  the  public's  detriment.  It  has  paid  dividends  on  its 
stock  only  for  the  past  two  years.  Its  physical  equipment  and  its 
financial  ability  are  adequate  to  cope  with  a  considerable  extension 
of  electric  business ;  and,  if  required,  to  take  on  the  supply  of  this 
traction  company.  In  this  respect  it  clearly  differs  from  the  Fitch- 
burg  and  Worcester  companies  cited  in  Mass.  Pub.  Doc.  No.  35, 
Jan.,  1910.  When,  and  if  a  case  arises  that  shall  disclose  a  public 
utility,  a  would-be  invader  of  territory  locally  supplied,  not 
legally  disqualified  from  affording  service  in  such  territory,  and 
capable  of  according  service  that  cannot  be  matched  in  character 
or  price  by  public  utilities  already  affording  the  local  supply  of 
such  service,  this  Board  will  consider  whether  the  circumstances 
warrant  a  departure  from  the  precedents  already  established  by 
it  in  reference  to  competing  service  locally  by  public  utilities.  The 
present  petitioner's  case  does  not  seem  to  come  within  the  ex- 
ceptional character  indicated. 

COURT  DECISIONS 
CALIFORNIA 

129.3 — Refusal  of  Service. 

Pacific  Telephone  &  Telegraph  Co.  v.  Eshelman  et  al.  Appli- 
cation for  a  Writ  of  Review  of  an  Order  Compelling  the  Company  to 
Give  Long  Distance  Connection  to  Two  Local  Competing  Companies. 
Decision  of  the  Supreme  Court  of  California  Defining  the  Power 
of  the  Courts  with  Regard  to  the  Commission,  and  Annulling  the 
Commission's  Order.    December  20,  1913.    137  Pacific  1119. 

The   Pacific   Telephone   and   Telegraph    Company  serves  local  sub- 


344  4         Rate     Research 


scribers  in  the  counties  of  Glenn  and  Tehama,  which  are  served  also 
by  local  competing  companies,  which  owed  their  origin  to  unsatisfac- 
tory service,  given  at  one  period  by  the  Pacific  Telegraph  and  Tele- 
phone Company.  The  Commission  issued  an  order,  requiring  the 
latter  to  make  physical  connection  with  the  local  companies  in  order 
to  afford  them  long  distance  service.  The  Company  appealed  to  the 
Supreme  Court,  which  decides  that  the  order  is  contrary  to  the  four- 
teenth amendment. 

There  can  be  no  escape  then  from  the  conclusion  that  the  order 
here  before  us  involves  a  taking  of  the  property  within  the  mean- 
ing of  the  Constitution,  and  that  the  taking,  without  regard  to  the 
authority  of  the  commissioners  to  exercise  the  power  of  eminent 
domain,  is  a  taking  without  compensation,  respondent  itself  insist- 
ing upon  this  view  of  the  case,  saying:  "The  Commission  has  at 
no  time  contended  or  admitted  that  any  compensation  is  due  peti- 
tioner for  a  taking  of  its  property.  The  compensation  referred  to 
is  compensation  to  be  paid  to  petitioner  for  services  rendered  in 
receiving  and  transmitting  long-distance  telephone  messages."  It, 
therefore,  stands  admitted,  as  indeed  it  must,  that  for  the  taking, 
no  compensation  whatsoever  is  made.  And  of  course  it  cannot  be 
contended,  and  is  not  contended,  that  an  apportionment  of  rates 
or  tolls  for  a  service  to  be  rendered  in  the  future  is  a  compensation 
for  the  present  taking  of  property,  and  as  little  can  it  be  said 
that  the  allocation  of  such  rates  and  tolls  to  be  earned  in  the  future 
can  ever  measure  up  to  the  constitutional  requirement  that  property 
shall  not  be  taken  without  compensation  first  made  and  paid  to  the 
owner.  Attorney  General  v.  Old  Colony  Railroad,  160  Mass.  62, 
35  N.  E.  252,  22  L.  R,  A.  112.    .    . 

244 — Rehearings  and  Appeal. 

Jurisdictional  questions  arise  in  this  case,  due  to  the  fact  that  the 
public  utilities  act  provides  that  appeal  from  the  Commission's  deci- 
sion shall  be  by  a  writ  of  certiorari,  only  to  the  Supreme  Court  of 
the  State,  which  shall  determine  not  only  whether  the  Commission  has 
exceeded  its  jurisdiction,  but  whether  the  constitutional  rights  of  the 
corporation  have  been  violated.  This  changes  the  powers  of  the 
courts  granted  by  the  Constitution,  since  under  the  California  consti- 
tution, questions  as  to  the  rights  of  the  corporation  would  go  before 
the  Superior  Court,  the  Supreme  Court  would  be  able  to  determine 
only  whether  the  lower  tribunal  had  exceeded  its  jurisdiction,  and 
the  writ  of  certiorari  would  include  only  a  consideration  of  whether 
or  not  the  lower  tribunal  had  exceeded  its  jurisdiction. 

The  Commission  sums  up  its  conclusions  in  the  case  as  follows : 

1.  The  Constitution  has,  in  the  Railroad  Commission,  created  both 
a  court  and  an  administrative  tribunal. 

2.  The  Constitution  has  authorized  the  Legislature  to  confer  ad- 
ditional and  different  powers  upon  this  Commission  touching  pub- 
lic utilities  unrestrained  by  other  constitutional  provisions. 
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3.  The  legality  of  such  powers  as  the  Legislature  has  or  may  thus 
confer  upon  the  Commission,  if  cognate  and  germane  to  the  sub- 
ject of  public  utilities,  may  not  be  questioned  under  the  state  Con- 
stitution. 

4.  That  therefore  the  deprivation  of  jurisdiction  of  the  courts^  of 
the  state  may  not  be  questioned. 

5.  That  therefore  the  reasonableness  of  the  Railroad  Commission's 
orders  and  decrees  may  not  be  inquired  into  by  any  court  of  this 
state,  and  consequently  is  of  federal  cognizance  only. 

6.  That  the  right  to  exercise  the  power  of  eminent  domain  in  mat- 
ters involving  public  utilities  has  been  vested  by  the  Legislature 
in  the  Railroad  Commission,  and  that  the  exercise  of  this  power 
and  the  making  of  awards  thereunder  without  the  intervention  and 
verdict  of  a  jury  are  not  in  violation  of  the  Constitution  of  this 
state  or  of  the  United  States. 

7.  That  payment  of  such  awards  must  be  made  in  advance  of  the 
actual  taking. 

8.  That  the  order  in  question  involves  an  exercise  of  the  power  of 
eminent  domain  and  not  of  the  police  power. 

9.  That  the  order  in  question  admittedly  gives  no  compensation 
for  the  taking  of  petitioner's  property,  and  is  therefore  void  by 
force  and  virtue  of  the  Constitution  of  the  state  and  of  the  United 

States. 

10.  That  the  order  in  question  must  therefore  be,  and  it  hereby  is, 
annulled. 

Judge  Angellotti  filed  a  dissenting  opinion  in  which,  while  concurring 
in  the  conclusions  on  the  jurisdictional  questions,  he  held  that  the 
order  of  the  Commission  does  not  take  the  Company's  property.  With 
regard  to  the  California  law,  he  says: 

I  deem  it  unfortunate  that  a  decision  of  this  court  holding  to  the 
contrary  precludes  a  consideration  of  the  question  by  the  United 
States  Supreme  Court,  the  final  authority  on  such  questions.  This 
result,  however,  is  due  solely  to  what  I  consider  a  serious  defect  in 
the  law,  and  in  no  degree  to  this  court,  the  members  of  which  are 
bound  to  decide  the  question  in  accord  with  their  conclusions 
thereon,  regardless  of  whether  or  not  there  is  a  power  of  review 
lodged  anywhere.  .  .  [That]  the  decision  of  the  state  court  is 
final  and  conclusive  against  the  state  on  a  purely  federal  question, 
appears  to  me  to  present  a  situation  that  is  not  only  most  unfor- 
tunate, but  also  one  for  which  there  is  no  warrant.  Yet  such  ap- 
pears to  be  the  law  as  it  now  stands. 

WEST  VIRGINIA 

244 — Rehearings  and  Appeal. 

United  Fuel  Gas  Company  v.  Public  Service  Commission.  Petition 
for  Suspension  of  Commission's  Order.     Decision  of  West  Virginia 
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Supreme  Court  op  Appeals,  Dismissing  the  Petition.  February  7, 
1914. 

The  petitioner  had  in  effect  two  rates  for  natural  gas  for  domestic 
purposes.  The  lower  rate  was  granted  to  consumers  who  entered  into 
a  written  agreement  to  take  the  company's  service  for  a  period  of 
five  years.  The  commission  held  that  there  was  not  a  reasonable  basis 
for  such  discrimination  between  the  two  classes  of  consumers  and 
ordered  that  the  company  charge  the  lowTer  rate  to  all  consumers. 

The  court  in  acting  upon  the  company's  appeal  from  this  order,  first 
considered  the  jurisdiction  of  the  court  to  modify  or  set  aside  an 
order  of  the  commission.    The  holding  of  the  court  is  as  follows: 

But  we  cannot  construe  the  statute  as  intended  to  give  us  the 
power  and  authority  to  substitute  our  judgment  for  that  of  the 
Commission,  in  a  matter  purely  legislative  or  administrative.  .  .  . 
The  court  might,  perhaps,  differ  from  the  Commission  on  the  same 
state  of  facts,  acting  with  its  limited  knowledge  of  the  subject,  as 
to  what  would  be  right  and  just  in  a  particular  case,  but  would 
that  justify  suspension  or  nullification  of  the  order  of  the  Commis- 
sion? The  statute  ought  not  to  be  so  construed.  As  was  said  by 
the  court  in  Louisville  &  N.  R.  Co.  v.  Garrett,  supra,  [58  U.  S.  L. 
Ed.  48]  ''the  rate-making  power  necessarily  implies  a  range  of 
legislative  discretion ;  and,  so  long  as  the  legislative  action  is  within 
its  proper  sphere,  the  courts  are  not  entitled  to  interpose  and  upon 
their  own  investigation  of  traffic  conditions  and  transportation 
problems  to  substitute  their  judgment  with  respect  to  the  reason- 
ableness of  rates  for  that  of  the  legislature  or  of  the  railroad  com- 
mission exercising  its  delegated  power. ' '  When  we  are  called  upon 
to  review  a  matter  as  upon  original  process  we  act  judicially,  and  in 
no  sense  as  a  legislative  body,  or  in  an  administrative  capacity. 

What  then  is  the  limitation  and  scope  of  our  jurisdiction  in  the  case 
presented?  Apropos  to  this  inquiry  let  it  be  noted,  that  sections 
5,  6  and  7,  of  our  statute,  adapted  to  all  kinds  of  public  service 
corporations,  are  in  substance  and  effect  the  same  as  sections  12,  2 
and  3  of  the  Interstate  Commerce  Act.  Sections  6  and  7,  of  our  act, 
as  do  sections  2  and  3,  of  the  Interstate  Commerce  Act,  with  refer- 
ence to  railroads,  declare  the  general  policy  of  the  State,  with  re- 
spect to  the  conduct  of  the  business  of  public  service  corporations, 
with  respect  to  rates  and  charges  for  the  public  service  rendered, 
and  with  respect  to  unlawful  discriminations,  as  to  persons  and 
localities ;  and  section  5  gives  the  Commission  power  to  investigate, 
upon  its  own  initiative  or  upon  complaint,  and  to  enforce  its  orders 
respecting  the  same,  as  therein  prescribed. 

With  respect  to  the  orders  of  the  Interstate  Commerce  Commission, 
and  judicial  authority  over  the  same,  it  has  been  well  settled  by  the 
federal  supreme  court,  that  they  are  final  and  not  subject  to 
judicial  interference,  unless  "  (1)  beyond  the  power  which  it  could 
constitutionally  exercise;  or   (2)   beyond  its  statutory  power;  or 
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(3)  based  upon  a  mistake  of  law."  But  it  is  there  said,  that  ques- 
tions of  fact  may  be  so  involved  in  the  determination  of  law,  that  an 
order  regular  on  its  face  may  be  set  aside  if  it  appears  that,  "  (4) 
the  rate  is  so  low  as  to  be  confiscatory  and  in  violation  of  the  con- 
stitutional prohibition  against  taking  property  without  due  process 
of  law;  or  (5)  if  the  Commission  acted  so  arbitrarily  and  unjustly 
as  to  fix  rates  contrary  to  evidence,  or  without  evidence  to  support 
it;  or  (6)  if  the  authority  therein  involved  has  been  exercised  in 
such  an  unreasonable  manner  as  to  cause  it  to  be  within  the  ele- 
mentary rule  that  the  substance,  and  not  the  shadow,  determines 
the  validity  of  the  exercise  of  the  power."  Interstate  Commerce 
Commission  v.  Union  P.  R.  Co.,  222  U.  S.  541,  547,  and  cases 
cited 

The  court  then  discusses  the  question  in  the  case  as  to  whether  the 
discrimination  in  favor  of  term  contract  patrons  is  justified. 

As  was  said  by  Mr.  Justice  Brewer,  in  Western  Union  Tel.  Co.  v. 
Call  Pub.  Co.,  181  U.  S.  92,  100,  the  "principle  of  equality  does 
forbid  any  difference  in  charge  which  is  not  based  upon  difference 
in  service,  and  even  when  based  upon  difference  of  service,  must 
have  some  reasonable  relation  to  the  amount  of  difference,  and  can- 
not be  so  great  as  to  produce  an  unjust  discrimination 

The  court  holds,  in  effect,  that  deciding  whether  there  is  just  basis  for 
discrimination  between  contract  and  non-contract  patrons  in  this  in- 
stance is  a  matter  of  judgment  based  on  the  facts  before  the  Com- 
mission. 

Such  having  been  the  character  of  the  case  presented,  it  is  not  for 
a  reviewing  court  to  substitute  its  judgment  for  that  of  the  Com- 
mission, on  questions  of  expediency,  or  as  to  what  would  be  best  in 
the  interest  of  the  petitioner,  or  of  the  public  served.  On  all  such 
questions  we  think  the  legislature  intended  that  the  judgment  of 
the  Commission  should  prevail. 

224.2— Contracts. 

In  the  company's  statement  to  the  court  it  was  alleged  that  the  order 
of  the  Commission  impairs  the  obligation  of  contracts  between  the 
petitioner  and  the  consumers,  entered  into  prior  to  the  time  the  Public 
Service  Commission  Law  became  effective. 

But  it  is  contended  that  by  the  order  of  the  Commission  petitioner 
has  been  deprived  of  rights  guaranteed  it  by  the  federal  constitu- 
tion ;  that  the  effect  of  the  judgment  of  the  Commission  has  been  to 
impair  the  obligation  of  its  contracts,  including  the  decree  of  com- 
promise referred  to.  As  all  such  contracts  are  subject  to  the  su- 
perior authority  of  the  State,  through  its  legislature,  in  the  exercise 
of  its  police  power,  and  are  presumed  to  have  been  entered  into  with 
knowledge  of  this  superior  authority  of  the  State,  and  whatever 
effect  lawful  legislation  may  have  upon  such  contracts,  they  are 
not   within   the   protecting   aegis   of  the   federal   constitution,    or 
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thereby  unlawfully  impaired.  This  rule  applies  as  well  to  con- 
tracts entered  into  by  way  of  compromise  of  pending  suits,  as  to 
any  other  class  of  contracts  affected.  This  familiar  law  requires  no 
citation  or  authority. 

MASSACHUSETTS 

221.1 — Issue  of  Stocks  and  Bonds. 

Bulkeley  et  al.  v.  New  York,  N.  H.  &  H.  R.  Co.,  et  al.  Suit  to  Re- 
view an  Order  of  the  Massachusetts  Public  Service  Commission 
Authorizing  the  Issue  of  Convertible  Debentures,  and  of  Capital 
Stock  at  Par  to  Provide  for  the  Convertible  Feature  of  the  Deben- 
tures. Decision  of  the  Supreme  Judicial  Court  of  Massachusetts, 
Annuling  the  Order.    January  9,  1914.     103  Northeastern  1033. 

The  Public  Service  Commission  approved  the  issue  by  the  New 
York,  New  Haven  and  Hartford  Railroad  Company  of  stocks  and 
bonds  to  the  amount  of  $67,552,000,  these  debentures  to  be  payable 
in  20  years  and  to  be  convertible  at  the  option  of  the  holders  into 
shares  of  capital  stock  at  par,  at  any  time  between  five  and  fifteen 
years  after  date.  The  Commission  also  approved  a  proposed  issue  of 
675,520  shares  of  capital  stock  at  par,  in  order  to  render  the  Com- 
pany able  to  comply  with  the  convertible  feature  of  the  debentures. 
The  court  annuls  the  Commission's  order  as  beyond  the  Commis- 
sion 's  power  to  grant. 

There  is  a  review  of  the  Massachusetts  law  with  regard  to  the  issuance 
of  stocks  and  bonds. 

It  is  apparent  from  this  review  of  statutes  that  the  progressively 
developed  policy  of  the  commonwealth  has  been  to  regulate  and 
supervise  the  issue  of  stock  and  obligations  by  railroad  corpora- 
tions in  such  a  way  as  to  prevent  stock  watering  or  financial  ex- 
ploitation of  such  corporations.     .     .      [0]nly  such  and  so  great 
financial  obligations  should  be  issued  as  would  meet  the  reasonable 
necessities  of  the  corporation.    .    . 
The  Massachusetts  law  provides  that  the  Commission,  in  deciding 
as  to  the  amount  reasonably  necessary  for  the  purpose  of  the  issue, 
shall  base  its  decision  upon  the  price  at  which  such  stock  is  to  be 
issued ;  and  that  it  shall  not  approve  any  issue  if  the  price  at  which 
it  is  to  be  issued  "is  so  low  as  to  be  inconsistent  with  the  public  in- 
terest. ' ' 

It  is  not  pretended  that  the  price  at  which  the  stock  of  this  cor- 
poration may  be  selling  within  a  period  of  10  years,  beginning  at 
the  expiration  of  5  years  from  the  present,  can  be  forecast  by  any- 
body. Neither  its  market  value  nor  its  real  value  can  be  determined 
except  as  of  a  time  approximately  near  the  present.  It  is  impos- 
sible in  the  nature  of  things  that  the  Commission  can  have  or  form 
an  intelligent  "opinion"  whether  the  price  at  which  stocks  is  to 
be  issued  during  a  period  of  ten  years  beginning  five  years  in  the 
future  is  "so  low  as  to  be  inconsistent  with  the  public  interest." 
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Such  a  price  cannot  be  determined  as  a  part  of  the  present  value 
of  a  debenture  to  which  is  attached  the  right  to  convert  into  stock 
at  future  dates.  There  is  an  inherent  element  of  uncertainty  and 
speculation  in  an  obligation  of  this  character  which  is  incompatible 
with  a  present  opinion  based  upon  known  conditions  as  to  the  value 
of  its  component  elements.     .     . 

UNITED  STATES  SUPREME  COURT 

244 — Rehearings  and  Appeal. 

In  Re  City  of  Louisville.  Petition  for  a  Writ  of  Mandamus  Requir- 
ing the  Vacating  of  an  Order  of  the  District  Court  Retaining  a  Rate 
Case  for  Actual  Experiment,  where  the  Supreme  Court  had  Dismissed 
a  Decree  Enjoining  the  Rates  as  Confiscatory,  without  Prejudice. 
Decision  of  the  United  States  Supreme  Court.  January  5,  1914. 
34  Sup.  Ct.  255. 

The  City  of  Louisville  passed  an  ordinance  in  1909  fixing  rates  for 
the  Cumberland  Telephone  and  Telegraph  Company,  which  the  Cir- 
cuit Court  enjoined  as  confiscatory.  The  case  was  carried  to  the 
Supreme  Court  of  the  United  States,  which  held  that  the  result  was 
"too  near  the  dividing  line  not  to  make  actual  experiment  necessary" ; 
and  consequently  reversed  the  decision  "without  prejudice,"  and 
remanded  the  case  to  the  District  Court  for  the  western  district  of 
Kentucky  for  "further  proceedings  not  inconsistent  with  the  opinion 
of  [the]  court".  The  injunction  of  the  Circuit  Court  was  therefore 
set  aside,  the  ordinance  rates  put  into  effect,  and  a  special  master 
appointed  to  take  proof  of  and  report  the  amount  which  the  company 
had  collected  in  excess  of  the  rates  fixed  by  the  ordinance. 

On  March  10,  1913,  the  "District  Court  ...  on  its  own  initiative, 
entered  a  supplemental  order  of  reference  wherein  the  clerk  of  the 
court  was  appointed  a  special  master  to  ascertain  and  report  the  gross 
earnings  of  the  company  after  the  rate  ordinance  went  into  effect,  the 
gross  expenses  incurred  in  operating  its  property,  and  the  net  income 
derived  by  the  company  from  operating  its  plant  since  the  ordinance 
was  put  into  effect." 

The  city  brought  this  suit  to  set  aside  this  supplemental  order,  con- 
tending that  the  decision  of  the  Supreme  Court  had  not  given  the 
District  Court  power  to  investigate  the  matter  as  to  whether  the  rates 
were  confiscatory;  and  that  the  lower  court's  only  duty  was  to  retain 
the  case  upon  the  docket  for  the  purpose  of  having  collected  and 
distributed  the  excess  collections. 

The  decision  says: 

"We  think  the  discretion  was  properly  exercised.  The  terms  of  the 
mandate  permitted  further  proceedings  ...  It  will  be  ob- 
served .  .  .  that  an  actual  experiment  of  the  rates  had  been 
voluntarily  undertaken  and  had  been  in  effect  for  more  than  eight 
months  before  the  order  under  review  was  entered,  and  the  court 
conceived  that  observation  of  the  experiment  might  secure  greater 
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accuracy  and  confidence  in  the  result,  and,  besides,  inform  the  courts 
of  matters  as  they  progressed. 

"We  repeat,  we  think  the  court  did  not  exceed  the  discretion  per- 
mitted, and  the  rule  is  discharged. 

REFERENCES 

RATES 

616.1— Street  Lighting. 

Elements  of  a  Street  Lighting  Contract,  By  S.  B.  Way.  Elec- 
trical Review,  3  pages,  February  21,  1914,  p.  371. 

This  urges  the  advantage  of  the  indeterminate  form  of  contract  for  street 
lighting;  discusses  the  cost  of  street  lighting;  and  points  out  that  the  basis  for 
calculating  the  costs  of  a  municipally  owned  street-lighting  system  would  be 
the  same  as  that  employed  in  computing  the  cost  of  service  purchased  from  a 
utility  under  an  undeterminate-term  contract.  There  is  a  description  of  the 
principal  elements  entering  into  the  ideal  contract.  It  is  said  that  such  a 
contract  would  be  so  constructed  as  to  eliminate  to  the  greatest  possible  extent 
all  uncertainties;  would  permit,  therefore,  a  rate  to  be  calculated  upon  the 
cost-of-service  basis;  and  would,  at  the  same  time,  permit  the  municipality  the 
widest  latitude  in  keeping  its  system  modern  and  up-to-date,  in  changing  the 
location  or  character  of  service  supplied  to  lamps  and  eliminate  the  tendency 
to  avoid  the  installation  of  needed  additional  lamps  during  the  last  years  of 
the  contract. 

786 — Tests  and  Accuracy  of  Meters. 

Meter  Bills  in  Massachusetts,  Electrical  Review,  2/3  page,  Feb- 
ruary 21,  1913,  p.  389. 

This  outlines  the  testimony  offered  at  the  hearings  which  were  held  February 
13,  by  the  Committee  on  Public  Lighting  of  the  Massachusetts  Legislature,  on 
bills  to  compel  all  electric,  gas  and  water  companies  to  issue  duplicate  readings 
of  meters  to  their  customers,  and  on  a  bill  which  aims  to  reduce  the  legal 
maximum  charge  for  the  use  of  electric  meters  from  $9  to  $5  per  year.  Peti- 
tions for  the  first  bill  urged  that  buyers  of  any  commodity  have  a  right  to 
know,  at  the  time  the  charge  is  made,  just  the  amount  of  the  obligation.  It 
was  suggested  that  the  meter  readers'  books  should  have  duplicate  leaves  for 
each  customer's  monthly  reading,  one  of  which  would  be  left  with  the  customer. 
It  was  stated  that  some  companies  send  bills  two  or  three  weeks  after  the 
reading  of  the  meters,  too  late  for  a  satisfactory  adjustment  of  errors.  Attor- 
neys for  the  lighting  companies  brought  out  the  fact  that  the  law  requires  gas 
companies  to  give  a  duplicate  of  gas  meter  readings  on  the  customer's  request. 
The  main  objection,  from  the  companies'  standpoint,  to  the  giving  of  duplicates 
to  all  consumers,  was  the  cost.  The  requests  for  duplicate  readings  of  gas 
meters  are  few. 

612— Power. 

Commonwealth  Edison  Makes  Modifications  in  Battery-Charging 
Rate.    Electrical  Review,  14  Page>  February  21,  1914,  p.  370. 

This  describes  a  number  of  important  modifications  which  have  been  made  by 
the  Commonwealth  Edison  Company  in  regard  to  conditions  under  which  the 
company  furnishes  service  for  vehicle  charging.  (1)  The  maximum  price  for 
current  used  in  public  garages  for  charging  storage  batteries  has  been  reduced 
from  5  to  4  cents  per  kilowatt-hour,  with  the  stipulation  that  no  charging  be 
done  between  the  hours  of  4:00  p.  m.  and  8:30  p.  m.,  during  the  standard 
"peak"    months.      (2)      The    "peak"    months    have    been    reduced    to    four,    viz.: 
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November,  December,  January  and  February,  the  "peak"  hours  during  these 
months  being  from  4:00  p.  m.  to  S:30  p.  m.  on  every  day  excepting  (Sundays. 
This  permits  charging  to  be  done  between  4:00  p.  m.  and  8:30  p.  in.  on  Sun- 
days, without  the  usual  "peak"  demand  charges  being  made.  (3)  The  current 
used  during  the  "offpeak"  period  will  be  billed  monthly  instead  of  on  the 
yearly  basis,  which  will  make  a  considerable  reduction  in  large  garages  where 
the  maximum  demand  may  vary  considerably  from  month  to  month.  (4)  The 
company  is  at  the  present  time  arranging  to  install  in  several  of  its  substations 
in  the  outlying  districts,  facilities  for  giving  a  boosting  charge  of  200  amperes. 
This  is  of  importance  to  those  interested  in  the  use  of  large  trucks. 

INVESTMENT  AND  RETURN 

31 — Valuation. 

Resume  of  Railroad  Valuation  Problem.  Editorial,  Electric  Railway 
Journal,  February  14,  1914,  p.  343. 

This  discusses  the  address  of  C.  A.  Prouty,  of  the  Valuation  Board,  before  the 
United  States  Chamber  of  Commerce  abstracted  in  4  Rate  Research  332. 
It  is  said  that  while  Mr.  Prouty  presented  no  conclusions  of  the  board  on 
doubtful  valuation  points,  yet  his  outline  of  the  work,  of  the  time  and  expense 
required  and  of  the  benefits  to  be  derived  serves  as  an  excellent  starting  point 
from  which  the  interested  layman  and  investor  can  follow  the  board's  progress. 
With  reference  to  Mr.  Prouty's  statement  that  the  problem  of  rate-making 
will  not  be  solved  by  this  valuation,  it  is  asserted  that  the  physical  valuation 
is,  in  fact,  only  the  beginning  of  the  solution  of  the  rate-problem  and  when 
it  is  considered  that  this  is  now  only  in  its  conception,  the  procedure  of  rate 
establishment  from  the  valuation  data  to  be  obtained  can  hardly  be  said  to 
be   in  even  a  formative  stage. 

318— Working  Capital. 

The  Practical  Treatment  of  Working  Capital,  Editorial,  Elec- 
trical Review,  February  21,  1914,  p.  361. 

This  comments  on  the  fact  that  in  rate  cases  it  frequently  is  necessary  to 
explain  to  the  regulating  board  how  the  working  capital  allowance  of  the  oper- 
ating company  is  derived,  in  order  that  the  commission  may  pass  intelligently 
upon  the  return  to  be  permitted  upon  this  component  of  the  total  investment  in 
the  property.  The  testimony  given  by  William  J.  Hagenah  in  the  New  England 
Telephone  and  Telegraph  Company  rates  case  now  pending  before  the  Vermont 
Commission,  in  which  he  explained  the  methods  of  determining  the  proper 
amount  of  working  capital,  is  outlined.  The  thoroughness  with  which  the 
company  was  able  to  explain  its  figures  is  commended,  and  the  statement  made 
that  it  is  worth  bearing  in  mind  that  it  is  just  as  essential  in  a  rate  case  to 
present  to  a  commission  a  correct  total  of  the  investment  upon  which  returns 
are  to  be  earned,  as  it  is  to  hunt  down  elusive  heat  units  in  the  steam  piping 
and  boiler  gas  passages  in  the  attempt  to  save  money  in  fuel  outlays. 

315 — Intangibles. 

Intangible  Values  of  Public  Utilities,  By  Arthur  Halstead. 
Elcctncal  Review,  y.z  page,  February  21,  1914,  p.  392. 

This  reviews  the  various  definitions  of  "going  value,"  and  the  methods  of 
taking  care  of  it  in  evaluating  intangible  capital  of  public  utilities.  It  is 
said  that  "going  value"  depends  upon  and  is  determined  by  the  risks  of  the 
initial  and  early  investments  and  upon  the  absence  of  risks  in  future  invest- 
ments and  earnings  of  the  utility.  Going  value  may  be  added  to  a  public 
utility,  being  evaluated  for  rate-making,  in  two  ways   (1)   by  a  high  allowable 
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rate  of  return  on  the  invested  capital,  or  (2)  by  an  inflation  of  capital  value. 
Because  of  future  additions  to  capital  under  public  control,  in  which  the  risk 
will  be  very  much  less  than  the  initial  capital  risk  in  founding  the  plant, 
going  value  should  not  be  allowed  by  a  high  rate  of  return.  The  going  value, 
or  unearned  increment  in  the  value  of  the  business,  if  any  exists,  should  there- 
fore be  allowed  as  an  inflation  of  capital  above  the  tangible  investment. 

MUNICIPALITIES 

83 — Public  or  Municipal  Ownership. 

Private  Versus  Public  Ownership  of  Steam  Railroads.  Electric 
Railway  Journal,  2  pages,  February  14,  1914,  p.  353. 

This  is  a  review  of  "Government  Ownership  of  Railways"  by  Samuel  0. 
Dunn.  It  is  said  that  Mr.  Dunn  shows  that  state  ownership  is  not  a  financial 
success  in  countries  with  democratic  government ;  and  that  state-owned  rail- 
ways, even  if  successful,  do  not  give  general  satisfaction  to  the  public.  The 
work  is  characterized  as  a  clear,  sane  and  fair  study  of  a  subject,  which  has 
often  been  discussed  with  too  much  recklessness  and  asperity. 

83 — Municipal  Ownership. 

Trade  Conditions  in  British  Cutlery  Center,  By  Consul  Robert 
J.  Thompson,  Sheffield,  England.  Daily  Consular  and  Ti*ade  Re- 
ports, 4  pages,  February  19,  1914,  p.  662. 

With  reference  to  the  municipal  undertakings  of  the  City  of  Sheffield,  it  is  said 
that  Sheffield's  street-car  service  is  the  most  lucrative  of  its  municipal  trading 
accounts.  The  electric  supply  department  of  Sheffield  furnishes  light  or  power 
to  5,464  consumers.  This  undertaking  was  bought  by  the  city  in  1898.  There 
is  now  a  total  consumption  of  21,676,978  units  per  annum,  with  23,107  horse- 
power of  motors  connected  with  the  mains.  It  is  used  largely  by  the  local 
manufacturers  for  smelting,  hardening,  annealing,  and  welding.  The  charge  for 
electricity  ranges  from  8  cents  to  1  cent  per  unit,  the  higher  rate  being  for 
ordinary  lighting  and  the  lower  rate  for  cooking  and  heating  when  used  by 
lighting  consumers.  For  motive  power  the  rate  is  1  1/5  to  4  cents.  Against 
this  municipal  undertaking  the  corporation  has  a  private  gas  company  as  a 
competitor  which  furnishes  gas  at  a  cost  of  only  28  cents  to  22  cents  per  1,000 
cubic  feet,  the  former  being  for  private  consumers  and  the  lower  rate  for 
factories.  The  consumption  of  gas  in  the  City  of  Sheffield  by  97,375  consumers 
during  the  year  ended  March  1,  1913,  was  4,223,354,000  cubic  feet.  The  city 
is  one  of  the  chief  patrons  of  the  gas  company,  using  12,000  gas  street  lamps. 

COURT  DECISION  REFERENCES 

65 — Discrimination. 

Illinois  Central  R.  Co.  v.  Holman.  Decision  of  the  Supreme  Court 
of  Mississippi.  ■  January  12,  1914.    64  Southern  7. 

A  publisher,  who  had  received,  in  return  for  advertising,  a  mileage  book,  which 
could  be  used  for  intrastate  travel,  but  could  not  be  used  for  any  part  of  an 
interstate  journey,  was  ejected  from  a  train  on  attempting  to  use  the  mileage 
book  for  a  portion  of  an  interstate  journey.  The  court  holds  that  by  specific 
terms  of  the  contract,  he  is  not  entitled  to  damage.  It  is  held  that,  while 
such  a  contract  violates  the  interstate  commerce  act  as  amended,  prohibiting 
the  furnishing  of  interstate  transportation  for  a  less  or  different  compensation 
than  that  specified  in  the  carriers  published  rates,  it  is  legal  in  the  state  of 
Mississippi. 
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For  statement  of  facts  and   opinions   contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

COMMISSION  DECISIONS 

NEW  JERSEY 

132 — Protection  from  Competition. 

Petition  for  Approval  of  Franchise  Granted  to  Phillipsburg 's  Light, 
Heat  and  Power  Company  by  the  Town  of  Phillipsburg,  New  Jersey. 
Decision  of  New  Jersey  Board  op  Public  Utility  Commissioners, 
Granting  its  Approval  of  the  Franchise.     February  3,  1914. 

The  Eastern  Pennsylvania  Power  Company  of  New  Jersey  is  furnish- 
ing electric  service  in  Phillipsburg.  The  city  granted  a  franchise  to 
the  Phillipsburg 's  Light,  Heat  and  Power  Company  to  enter  as  a 
competing  company  and  the  Board  is  asked  to  approve  this  franchise. 

The  position  of  the  Board  in  this  matter  of  utility  competition  lo- 
cally is  of  record  (see  Atlantic  Highlands  case,  No.  3  in  Vol.  1 
Reports  [2  Rate  Research  291]  ;  Consumers  Gas  Company  at  Mill- 
ville,  No.  95  in  Vol.  1  Reports  [3  Rate  Research  171]  ;  Eastern 
Telephone  and  Telegraph  case,  No.  107  in  Vol.  1  Reports  [3  Rate 
Research  276] ).  Following  the  same  line  is  the  Board's  decision  of 
recent  date  In  the  Matter  of  the  Petition  of  the  Jersey  Power  Com- 
pany for  Authority  to  Issue  Stock,  etc. 

Common  to  all  these  cases  is  the  principle  that  a  public  utility 
.    affording  safe,  adequate  and  proper  service  at  reasonable  rates  will 
not  be  exposed  to  competition  in  the  same  locality  through  this 
Board's  approval  of  the  franchise  of  a  competing  company. 

The  Board  has  been  careful  to  safeguard  its  stand  in  this  matter  by 
an  explicit  denial  of  the  right  of  any  public  utility  to  count  on 
this  exemption  from  local  competition  except  where  the  utility  first 
in  the  field  affords  safe,  adequate  and  proper  service  at  reasonable 
rates.    In  case  No.  3  Vol.  1  Reports,  the  Board  said : 

"These  general  propositions  would  seem  to  require  strong  counter- 
vailing considerations  in  the  particular  case  under  review  if  the 
Board  is  to  approve  the  ordinance  passed  by  the  Shrewsbury  town- 
ship committee  on  November  17th,  1910.  It  is  true  that  conditions 
may  exist  in  particular  cases  which  might  warrant  such  action.  If 
the  Consolidated  Gas  Company  had  been  shown  to  be  totally  devoid 
of  enterprise,  and  were  now  reluctant  to  extend  the  supply  of  gas 
into  the  parts  of  Shrewsbury  township  which  the  Atlantic  High- 
lands Gas  Company  stands  ready  to  supply,  or  if  the  service  of  the 

Editorial  Note. — All  indented  matter  is  direct  quotation. 


356  4         Rate     Research 


Consolidated  Gas  Company  had  been  shown  in  the  past,  or  in  the 
present,  to  be  inadequate ;  or  if  there  was  such  disparity  in  prices 
and  quality  of  service  offered  by  the  two  companies  that  the  ex- 
clusion of  the  Atlantic  Highlands  Gas  Company  must  result  in  sub- 
jecting possible  consumers  in  Shrewsbury  township  to  hardship, 
extortion  or  poor  service;  or  if  the  Atlantic  Highlands  Gas  Com- 
pany could  demonstrate  that  it  alone  of  the  two  companies  com- 
manded processes  or  methods  which  promised  pronouncedly  better 
service,  or  lower  prices  than  the  Consolidated  Gas  Company,  there 
might  be  ground  to  question  the  applicability  of  the  general  prin- 
ciple of  regulated  monopoly  to  the  case  at  issue." 

The  inadequacy  of  the  service  of  the  present  company  as  re- 
gards house  lighting,  and  power  for  factories  and  other  industrial 
concerns,  is  pointed  out. 

Much  of  the  irritation  with  the  inadequate  service  is  founded  on  a 
prevalent  feeling  that  with  the  generating  plants  in  Easton,  and 
with  only  a  sub-office  or  agent  in  Phillipsburg,  the  Phillipsburg 
service  is  not  accorded  proper  attention. 

The  company  testified,  however,  that  plans  are  being  made  for  a  com- 
prehensive transmission  and  distribution  system  which  will  include 
Phillipsburg,  and  that  ample  power  will  be  available  shortly.  The 
company 

does  not  hold  out  the  prospect  that  the  changes  in  the  transmission 
and  delivery  lines  in  Phillipsburg  will  be  completed  until  October 
of  this  year 

The  question  arises  whether  a  company  holding  a  franchise  and 
under  legal  obligation  to  furnish  at  all  times  safe,  adequate  and 
proper  service  may  defer  or  postpone  rendering  such  service,  or 
postpone,  putting  its  apparatus  in  proper  condition  to  render  such 
service,  until  a  more  convenient  season  when  the  locality  to  be 
served  shall  have  been  embraced  within  a  comprehensive  scheme 
of  reconstruction  allowing  such  service  to  be  afforded. 

We  do  not  believe  that  such  postponement  or  delay  is  justified  or 
justifiable. 

We  shall  therefore  approve  the  franchise  under  consideration  as 
necessary  and  proper  for  the  public  convenience  and  as  safeguard- 
ing the  public  interests.  [Compare  the  holding  of  the  New  Hamp- 
shire Commission,  4  Rate  Research  229  and  the  Wisconsin  Commis- 
sion, 4  Rate  Research  153.] 

In  approving  the  franchise,  the  provision  is  made  that  the  Phillips- 
burg's  Company  will  have  completed,  unavoidable  accident  excepted, 
its  generating  plant  and  the  main  lines  of  its  distribution  system 
within  eighteen  months  from  date. 

We  suggest,  however,  to  the  petitioners  in  so  far  as  they  represent 
a  civic  and  not  a  commercial  movement,  and  to  the  town  of  Phil- 
lipsburg, that  now  they  are  legally  competent  to  provide  their  own 
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supply  of  electric  current,  it  might  he  well  to  consider  whether 
prompt  amendment  may  not  be  exacted  of  the  Eastern  Pennsyl- 
vania Power  Company  as  regards  service ;  and  whether — provided 
such  amendment  is  secured — the  service  and  the  price  thereof  for 
the  future  may  not  be  more  advantageous,  secured  from  the  larger 
generating  unit  at  Easton  than  locally  provided. 

221.1 — Issues  of  Stocks  and  Bonds. 

The  Board  in  granting  approval  of  this  franchise  hereby  puts  on 
record  its  serious  question  of  the  estimate  of  cost  and  earning 
power  of  the  new  company  submitted  together  with  the  petition. 
In  case  the  petition  for  the  approval  of  stock  to  finance  the  new 
company  had  embraced  the  issue  of  bonds  it  would  have  been  a 
serious  question  whether  this  Board's  approval  of  bonds  could  have 
been  granted.  The  stockholder  takes  a  risk  with  his  eyes  open,  and 
we  do  not  feel  disposed  to  say  that  he  may  not  take  such  a  risk. 

228.1 — Approval  of  Franchises. 

The  Board  calls  attention  of  the  town  council  to  the  doubtful  pro- 
priety and  dubious  legality  of  imposing  requirements  of  unpaid 
service  to  be  rendered  by  the  franchisee.  The  Board  has  hitherto 
objected  to  the  imposition  on  franchises  of  a  money  payment  as  a 
condition  of  the  grant.  And  the  Board  is  not  satisfied  that  it  has 
not  power  to  rescind  such  conditions  as  exact  unpaid  service,  should 
such  conditions  be  shown  to  be  unjust  or  unreasonable.  In  case 
the  town  cares  to  impose  such  conditions,  taking  the  risk  of  their 
possible  annulment  by  the  courts  or  by  the  Board  the  Board  will 
not,  in  this  case,  require  their  elimination  from  this  franchise. 

IDAHO 

615.1 — Limited  Hour  Service. 

The  Northern  Idaho  and  Montana  Power  Company  of  Sandpoint, 
Idaho  (pop.  2,993)  was  authorized  by  the  Idaho  Public  Utilities 
Commission  to  put  in  effect,  February  23,  1914,  a  combination  heat- 
ing and  power  rate  for  laundries  of  2y2  cents  per  kw.  hr.  gross,  sub- 
ject to  a  10%  discount  when  paid  on  or  before  the  10th  day  of  the 
month  succeeding  that  during  which  current  is  used,  with  a  mini- 
mum monthly  rate  of  $2.00  per  kilowatt  of  connected  load.  The  con- 
sumer taking  service  under  this -rate  is  not  to  use  current  during 
the  company's  peak  load. 

OHIO 

22 — General  Powers  of  Commissions. 

Commission's  Jurisdiction  Over  the  Internal  Belations  of  Public 
Utilities.    Decision  of  the  Ohio  Public  Utilities  Commission,  Hold- 
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ing  that  the  Commission  Is  Without  Jurisdiction.  November  14,  1913. 

In  an  informal  holding  the  Commission  states  that 

the  jurisdiction  of  the  Commission  does  not  extend  to  internal 
affairs  of  corporations  except  as  the  same  may  affect  the  general 
public.  The  Commission  has  no  authority  to  interfere  as  between 
the  stockholders  of  a  corporation.  The  remedy  for  such  stockhold- 
ers, if  there  is  any,  is  to  be  found  in  the  courts. 

WISCONSIN 

132 — Protection  from  Competition. 

Proposed  Extensions  of  the  Owen  Telephone  Company  in  the 
Towns  of  Hoard  and  Green  Grove,  Wisconsin.  Decision  of  the 
Wisconsin  Railroad  Commission,  Determining  Whether  Public  Con- 
venience and  Necessity  Require  Such  Extensions.    January  19,  1914. 

The  Owen  Telephone  Company  desires  to  extend  its  line  in  the  town 
of  Hoard  to  the  unincorporated  village  of  Curtiss.  The  village  is 
served  by  the  Curtiss  and  Withee  Telephone  Company  and  the  Ab- 
botsford  Light  and  Telephone  Company. 

If  it  should  be  claimed  that  the  Curtiss  &  Withee  Telephone  Com- 
pany does  not  keep  its  line  in  condition  to  give  good  service  be- 
tween Owen  and  Curtiss,  the  remedy  to  be  sought  is  through  a 
proceeding  before  this  Commission  to  compel  adequate  service. 
Unnecessary  duplication  of  telephone  lines  within  the  same  terri- 
tory was  sought  to  be  avoided  when  Chapter  610  of  the  Laws  of 
1913  was  enacted.  The  inconvenience  of  having  more  than  one 
telephone  system  is  already  being  felt  by  the  business  people  of 
Curtiss,  and  there  seems  to  be  no  necessity  of  permitting  any 
further  duplication  of  lines  in  that  village. 

The  extension  into  the  town  of  Green  Grove  will  serve  territory 
which  is  not  served  by  any  other  company  and  this  extension  is 
permitted. 

OHIO 

221.1 — Issues  of  Stocks  and  Bonds. 

Opinion  of  the  Attorney  for  the  Ohio  Public  Utilities  Commission 
Regarding  the  Power  of  the  Commission  to  Revoke,  Modify  or  Re- 
scind an  Order  of  the  Commission  Authorizing  the  Issuance  of  Securi- 
ties of  Public  Utilities,  November  11,  1913. 

The  opinion  states  in  conclusion : 

To  say  that  a  utilities  commission,  after  they  had  issued  an  order 
authorizing  issue  of  capital  stock,  bonds  or  other  securities  of  a 
public  utility  or  railroad,  should  discover  before  vested  rights  inter- 
vened, that  a  fraud  had  been  perpetrated  upon  them,  that  facts  were 
misstated ;  that  the  value  of  the  property  was  not  as  represented  and 
stated  to  the  Commission;  or  for  any  reason  the  Commission  should 
be  of  the  opinion  in  good  faith  that  the  stock  or  bond  or  note  issue 
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should  not  be  authorized;  that  public  welfare  would  not  justify  it; 
that  the  public  concerned  would  not  be  sufficiently  protected ;  that 
they  could  not  modify,  rescind,  revoke  or  annul  the  order,  would 
make  the  law  a  farce.  To  deny  them  this  power  would  destroy  the 
very  object  and  purpose  of  the  law. 

I  am,  therefore,  of  the  opinion  that  until  vested  rights  are  ob- 
tained, the  Commission  has  inherent  power  to  modify,  rescind,  re- 
voke or  annul  an  order  authorizing  the  issue  of  stocks,  bonds,  notes 
or  other  securities  of  a  public  utility  or  railroad ;  that  this  power 
is  a  continuing  power  in  the  Commission,  and  exists  up  and  until 
rights  are  vested  under  the  order  of  the  Commission,  but  proper 
notice  should  be  given  the  public  utility  or  railroad  of  the  action 
of  the  Commission  to  revoke  the  order,  and  the  reasons  for  so 
doing. 

226.5—  STANDARDS  OF  SERVICE 

NEW  JERSEY 

Rules,  Regulations  and  Recommendations  op  the  New  Jersey 
Board  of  Public  Utilities  Commissioners  for  Electrical  Supply 
Utilities  and  for  All  Utilities  Owning  or  Using  Poles  and  Wires,  De- 
cember 9,  1913. 

The  rules  and  recommendations  compiled  by  the  Board  deal  with  the 
following:  Construction  of  plant  in  accordance  with  the  requirements 
of  the  National  Electrical  Code;  construction  of  distribution  system 
in  accordance  with  good  standard  practice,  referring  to  the  "Report 
of  the  Committee  on  Overhead  Line  Construction"  approved  by  the 
National  Electric  Light  Association  and  to  the  report  of  the  commit- 
tee representing  engineering  and  electric  railway  associations;  pole 
identification ;  pole  inspection ;  voltage  regulation  in  lighting  circuits ; 
records  of  plant  operations,  showing  records  of  interruptions  to 
service ;  complaint  records ;  lamp  inspection ;  testing  of  watt-hour 
meters;  standard  of  accuracy  of  meters;  installation  tests,  periodic 
tests  and  request  tests  made  by  the  company  and  special  tests  made  by 
the  Commission's  inspector;  and  charge  for  reconnection. 


253—     COMMISSION  REPORTS  OF  DECISIONS 

WISCONSIN 

Opinions  and  Decisions  of  the  Wisconsin  Railroad  Commission, 
Vol.  10,  August  23,  1912,  to  November  13,  1912.    886  pages. 

The  case  reporting  the  investigation  of  the  rates  of  fare  charged  by 
The  Milwaukee  Electric  Railway  and  Light  Company,  generally  known 
as  the  Milwaukee  Fares  Case,  and  subsidiary  cases  occupies  the  first 
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396  pages  of  the  volume.  Other  cases  involving  electric  utilities  are 
as  follows: 

Page 

Interstate  Light  and  Power  Company 603 

Application   for   certificate   of   public   convenience    and   necessity, 

denied. 

(2  Rate  Research  91.) 

Milwaukee  Lighting  Rates 613 

Maximum  demand  rates  reduced. 
(3  Rate  Research  41.) 

Chippewa  Valley  Railway  Light  and  Power  Company 692 

Rates  prescribed  by  commissions. 
(3  Rate  Research  243.) 

Superior  Water,  Light  and  Power  Company 704 

Electric,  gas  and  water  rates  and  service. 
(2  Rate  Research  129.) 

COURT  DECISIONS 

NEW  YORK 

224 — Rate  Regulation. 

People  ex  rel.  New  York  Central  &  H.  R.  R.  Co.  v.  Public  Service 
Commission  for  Second  District  et  al.  Suit  to  Set  Aside  an  Order 
of  the  Commission  Reducing  Commutation  Rates.  Decision  of  the 
New  York  Supreme  Court,  Appellate  Term,  Third  Department, 
Annulling  the  Commission's  Order.  January  14,  1914.  145  N.  Y. 
Supp.  513. 

The  company,  on  July  1,  1910,  increased  its  passenger  rates  on  both 
the  Hudson  River  and  Harlem  divisions.  Complaints  were  made,  and, 
after  hearings,  the  Commission  ordered  the  reduction  of  the  rates  to 
those  which  existed  July  1,  1907,  the  change  to  become  operative  on 
March  1,  1913,  and  to  continue  in  force  for  three  years  from  that 
date.  The  Commission  denied  the  company's  application  for  a  re- 
hearing, and  the  case  was  brought  before  this  court  on  a  writ  of 
certiorari. 

The  relator  bases  its  claim  of  right  to  an  annulment  of  the  order  of 
the  Public  Service  Commission  upon  three  grounds.  First.  That 
the  Commission  was  without  jurisdiction  to  make  an  order  reducing 
the  rate  of  fare.  Second.  That  the  Commission  erred  in  bolding 
that  the  burden  of  proof  was  on  the  railroad  company  to  justify 
the  reasonableness  of  its  advance  July  1,  1910,  of  the  rates  which 
had  been  in  existence  since  June  28,  1907.  Third.  That  the 
rates  established  by  the  relator  on  July  1,  1910,  were  reasonable, 
and  hence  that  the  rates  established  by  the  Public  Service  Com- 
mission by  its  order  of  February  13,  1913,  were  unreasonable  and 
unjust  to  the  relator,  and  that  the  Commission  did  not  find  as  a 
fact  that  the  rates  complained  of  were  unjust  or  unreasonable.     .     . 
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122 — Just  and  Reasonable  Charges. 

Unquestionably,  as  the  opinion  also  states,  the  rates  of  fare  should 
be  placed  at  the  lowest  point  consistent  with  reason  and  fairness. 
This  also  means  that  the  relator  is  entitled  to  be  justly  treated  and 
to  receive  fair  compensation  for  the  service  it  renders.  Tbe  dis- 
position to  fairness  is  the  predominant  trait  of  American  character, 
and  it  may  be  unhesitatingly  asserted  that  the  great  body  of  trav- 
elers desire  the  question  of  rates  disposed  of  fairly  to  both 
parties.     .     . 

Nowhere,  either  in  the  opinion  or  in  the  order,  has  the  Commission 
declared  that  it  has  found  the  rates  of  1910  to  be  unreasonable 
or  unjust,  or  to  be  unfair  to  either  the  public  or  the  relator,  but 
the  Commission  has  based  its  action  ordering  the  rates  of  1907 
restored,  upon  the  ground  that  the  railroad  company  has  failed  to 
overcome  the  presumption  that  the  increase  of  rates  made  by  it 
in  1910  was  unreasonable  and  unjust. 

We  think  the  relator  was  entitled  to  have  the  determination  of  the 
Commission  made  upon  the  merits,  and  to  be  advised  of  what  in 
the  opinion  of  the  Commission  were  fair  and  reasonable  rates, 
rather  than  to  have  the  decision  against  it  based  upon  the  ground 
that,  in  the  opinion  of  the  Commission,  the  relator  had  failed  to 
overcome  the  presumption  of  wrongdoing.     .     . 

[The]  power  to  change  rates  was  given  to  the  Commission  only  when, 
after  a  hearing  had,  the  Commission  should  be  of  the  opinion  that 
the  rates,  fares,  or  charges  demanded,  exacted,  charged,  or  col- 
lected by  any  railroad  company  are  "unjust,  unreasonable,  *  *  * 
.  and  then  to  determine  the  just  and  reasonable  rates,  fares,  and 
charges  to  be  thereafter  observed  and  in  force  as  the  maximum 
to  be  charged."     Public  Service  Commissions  Law,  Sec.  9. 

Under  the  Interstate  Commerce  Act,  it  has  been  held  that  a  de- 
termination by  the  Commission  that  the  rates  were  unjust  and 
unreasonable  is  a  statutory  condition  precedent  to  the  exercises 
of  the  power  to  fix  reasonable  rates  for  the  future  (A.  T.  &  S.  F. 
Ry.  Co.  v.  U.  S.  [Com.  C.j  203  Fed.  56),  and  we  think  a  similar 
condition  precedent  exists  under  the  New  York  Public  Service 
Commissions  Law.     .     . 

221 — Rate  Regulation. 

The  question  as  to  the  jurisdiction  of  the  Commission  to  make  an 
order  reducing  rates  is  discussed  by  Justice  Kellogg  in  his  opinion 
in  the  case  of  People  ex  rel.  New  York,  New  Haven  &  Hartford 
Railroad  Co.,  145  N.  Y.  Supp.  503,  decided  by  us  at  this  term  of 
court,  in  which  authorities  are  cited  and  the  conclusion  reached 
that  the  Commission  had  the  power  to  fix  the  rates  in  question. 
With  such  conclusion  we  fully  concur,  and  hence  there  is  no  neces- 
sity for  a  further  discussion  of  that  subject.     .     . 
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The  Legislature,  in  fixing  maximum  fares  to  be  charged  for  trans- 
portation, reserved  the  right  to  change  the  same  or  in  specified 
instances  or  classes  through  the  agency  created  by  it  for  that  pur- 
pose.    .     . 

242 — Hearings. 

Cases  are  quoted  to  show  that  the  burden  of  proof  was  upon  the  com- 
plainants and  not  upon  the  railroad  company. 

Very  many  other  authorities  might  be  cited  to  the  effect  that  the 
burden  of  proof  is  upon  the  party  complaining.     . 

There  is  no  provision  of  the  New  York  Public  Service  Commissions 
Law  which  places  the  burden  of  proof  upon  the  railroad  company 
or  takes  proceedings  before  the  Commission  out  from  under  the 
general  rule.  Yet  in  the  case  at  bar,  instead  of  holding  that  the 
burden  of  proof  was  upon  the  complainants,  who  alleged  that  the 
rates  of  fare  were  unreasonable  and  unjust,  the  Commission  held 
that  the  burden  of  proof  was  upon  the  railroad  company  to  prove 
affirmatively  that  the  rates  were  not  unreasonable  and  unjust.     .     . 

NEW  YORK 

831.1 — Municipal  Bond  Issues. 

Lyon  v.  City  of  Binghamton  etal.  Suit  to  Restrain  the  Issuance 
of  Bonds  for  the  Erection  of  a  Lighting  Plant.  Decision  of  the  New 
York  Supreme  Court,  Appellate  Division,  Third  Department, 
Declaring  that  the  Proposed  Issue  Would  Be  Illegal.  January  21, 
1914.    145  N.  Y.  Supp.  424. 

The  City  of  Binghamton  passed  an  ordinance  authorizing  the  issu- 
ance of  bonds  for  the  building  of  a  municipal  lighting  plant,  which  as 
voted  upon  did  not  include,  as  required  by  law,  the  last  clause  of 
Section  6  of  the  General  Municipal  Law  (Consol.  Laws,  c.  24)  which 
reads  as  follows : 

Such  ordinance  or  resolution  shall  provide  for  raising  annually,  by 
tax,  a  sum  sufficient  to  pay  the  interest  and  the  principal,  as  the 
same  shall  become  due. 

The  court  holds  that  the  ordinance  is  therefore  invalid. 

By  the  ordinance  which  was  presented  to  them  for  inspection  and 
consideration  the  taxpayers  were  not  informed  that  the  burden  of 
paying  the  interest  on  this  large  debt  and  of  paying  the  debt  itself 
ultimately,  as  it  came  due,  was  being  imposed  upon  them.  They 
might  have  been  led  by  electioneers  and  interested  parties  to  be- 
lieve that  they  would  never  be  asked  to  pay  either  the  interest  or 
the  debt.  The  absence  of  this  provision  from  the  ordinance  lent 
great  plausibility  to  such  an  argument.  And  therefore  the  tax- 
payers were  deceived  and  led  into  giving  formal  assent  to  an  inno- 
cent looking  proposition,  whereas  in  fact  they  were  voting  a  bur- 
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den  upon  their  pocketbooks  and  an  incumbrance  upon  their  homes. 
The  insertion  of  the  provision  in  the  subsequent  ordinance  which 
ordered  the  bond  issue  did  not  cure  the  defect ;  it  emphasized  the 
deception. 

REFERENCES 
RATES 

4 — Rate  Theory. 

The  Need  of  Scientific  Rate  Making,  By  Walter  V.  Turner. 
Pamphlet,  12  pages. 

This  traces  the  history  of  gas  rate  making,  explains  why  all  straight-line  rates 
are  economically  wrong,  and  traces  the  benefits,  both  for  public  and  utility, 
which  will  result  from  the  installation  of  scientifically  made  rates.  There  is  an 
explanation  of  the  logical  and  scientific  method  for  making  gas  rates. 

523.5 — Taxable  Value  Basis. 

Maximum  Demand  and  the  Cooking  Load,  Editorial,  Electrical  Re- 
view, February  21,  1914,  p.  362. 

This  comments  on  the  paper  by  Air.  A.  Hugh  Seabrook,  read  recently  at  the 
meeting  of  the  "Point  Fives"  and  the  discussion  of  it,  referred  to  in  4  Rate 
Research  282,  and  312.  The  work  of  the  club  is  outlined,  and  the  strong  and 
weak  points  of  the  plan  indicated.  It  is  said  while  such  a  system  is  of  interest 
there  are  several  reasons  why  it  is  not  likely  to  be  ever  introduced  in  this 
country :  first,  it  does  not  compare  in  accuracy  with  a  measurement  of  the 
demand,  nor  even  with  an  ascertainment  by  inspection  of  the  connected  load; 
second,  in  this  country  assessed  valuations  are  too  erratic  and  unequal  to  form 
a  basis  for  any  kind  of  charge  except  taxes,  as  it  is  in  only  a  comparatively 
fpxv  cities,  such  as  Cleveland,  0.,  and  Houston,  Tex.,  that  values  have  been 
assessed  on  any  systematic  basis  which  insures  a  reasonably  definite  relation 
to  the  actual  value ;  and  third,  our  whole  tendency  is  toward  systems  of  rates 
based  upon  the  cost  of  service,  and  such  a  rough  approximation  to  actual  demand 
costs  has  little  to  recommend  it. 

623— Load  Factor. 

Building  a  Load  Factor  on  an  Electric  System,  by  S".  M.  Kennedy, 
Electrical  World,  article  and  editorial,  February  21,  1914,  p.  424 
and  p.  406. 

The  above  article  gives  information  and  data  to  demonstrate  how  the  Southern 
California  Edison  Company  has  developed  an  annual  load  factor  of  60  per 
cent,  and  why  a  monthly  load  factor  of  70  per  cent  is  not  unusual.  There  is 
a  detailed  description  of  the  load  in  each  district  served  by  the  company,  and 
charts  showing  the  combined  load  for  a  summer  month  of  1912  and  that  for  the 
corresponding  month  of   1913. 

The  editorial  states  that  the  greatest  problem  with  all  plants  lies  in  the  diffi- 
culty of  obtaining  suitable  night  loads.  From  10  p.  m.  to  8  a.  m.  is  a  period 
during  which  only  the  most  desperate  efforts  seem  able  to  make  much  head- 
way toward  business.  It  would  seem  possible  that  something  might  be  done 
at  such  times  in  the  way  of  pumping  water  into  reservoirs  for  site  supply  or 
for  irrigation.  It  would  pay  many  a  plant  to  make  special  inducements  to 
transfer  loads  of  this  sort  mainly  into  the  night  hours,  for  the  work  requires 
little   or   no   attention    at    the    receiving    end   and   the    generating   machinery    re- 
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quires  about  the  same  supervision  in  any  event.  For  economic  reasons  of  the 
plainest  kind  a  reward  awaits  the  man  who  devises  a  method  for  the  profitable 
utilization  of  energy  through  the  "wee  sma'  hours."  He  will  get  his  energy 
very  cheaply  and  his  name  will  be  blessed  of  central-station  managers.  Even 
lacking  this,  the  situation  of  the  Southern  California  Edison  Company  is  yet 
one  that  reflects  vast  credit  on  the  assiduity  of  the  managers  in  business- 
getting. 

514 — Demand  Basis. 

Effect  of  Rate  Changes  at  Springfield,  III.,  Electrical  World, 
V4  page,  February  21,  1914,  p.  426. 

This  states  that  evidence  of  the  fact  that  the  general  public  is  quick  to  take 
advantage  of  any  opportunity  to  reduce  electric-light  bills  is  to  be  found  in 
conditions  brought  about  by  the  establishment  of  rates  at  Springfield,  111.,  based 
on  connected  load  and  energy  consumption  (See  4  Rate  Research  211).  Carbon 
lamps  are  renewed  free  of  charge,  but  since  the  change  in  rates  customers  are 
seeking  a  means  by  which  their  connected  load  may  be  reduced  and  the  carbon 
lamp  is  losing  its  former  place  of  preference.  Mr.  C.  L.  Owen,  new-business 
manager  for  the  company,  says  that  the  new  rate  schedule  has  brought  tungsten 
lamps  into  use  where  otherwise  it  would  have  been  a  task  to  place  them. 

4 — Rate  Theory. 

Some  Notes  on  the  Large  Power  Rate,  By  E.  D.  Dreyfus,  Elec- 
trical Review,  4%  pages,  February  28,  1914,  p.  419. 
This  states  that  there  have  been  a  number  of  arguments  put  forward  recently, 
attacking  the  practice  of  differentiating  between  the  large  and  small  demand. 
This  has  been  done  entirely  by  those  interested  in  some  way  in  the  installation 
of  isolated  power  plants.  The  grounds  taken  are  that  the  gradation  of  the 
charges  is  unfair,  as  it  gives  the  large  manufacturer  the  advantage,  which  it  is 
claimed  cannot  be  justified  as  it  is  stated  that  the  only  difference  in  the  cost 
to  serve  is  the  proportionately  greater  expense  of  meter  reading,  collecting  and 
inspection  of  the  small  consumer  compared  with  the  larger  one,  on  the  basis  of 
the  revenue  returned.  It  is  also  contended  that  the  adoption  of  the  sliding 
scale  or  quantity  discount  is  not  in  keeping  with  the  spirit  of  the  times,  which 
is  founded  upon  equitable  treatment  and  a  fair  chance  for  all.  The  lack  of 
logic  in  these  arguments  is  pointed  out.  It  is  said  that  when  a  broad  and  reason- 
able view  is  taken,  it  will  be  found  that  the  present  electric-rate  practice  is  a 
natural  and  logical  outcome  of  the  economic  developments  in  the  case.  There  is 
a  discussion  of  the  methods  used  in  making  modern  scientific  rates,  illustrated  by 
curves  showing  (1)  ideal  fuel  economies  for  steam-turbine  plants,  (2)  general 
costs  of  steam-turbine  plants,  (3)  costs  of  a  central  power  station;  and  by 
a  discount  diagram,  a  rate  diagram,  and  a  chart  for  developing  sliding  scale 
schedules. 

INVESTMENT  AND  RETURN 

384 — Federal  Income  Tax. 

Income  Tax  Schedule,  February  13,  1914. 

In  connection  with  federal  income  tax  schedules  the  question  has  been  raised 
as  to  what  depreciation  has  been  placed  upon  buildings.  A  joint  committee 
of  the  Chicago  Real  Estate  Board  and  Building  Managers'  Association,  after 
considering  this  subject,  suggests  the  following  percentages  for  this  purpose:  (1) 
fire-proof  steel  buildings,  reinforced  concrete  buildings:  depreciation  1  per  cent 
on  buildings  five  years  old  or  less;  2  per  cent  on  buildings  more  than  five 
years  old;  (2)  mill  constructed  buildings  and  fire-proof  apartment  buildings: 
depreciation  2  per  cent  on  buildings  five  years  old  or  less;  3  per  cent  on  build- 
ing more  than  live  years  < » 1  *  1  ;  ( .'! )  brick  and  lath  buildings,  including  ordinary 
flat  building:     depreciation   ::   per  cent  to   4  per  cent;    (4)    old    frame   and    nearly 
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obsolete  buildings:  depreciation  5  per  cent  and  upward.  It.  is  stated  that 
where  the  value  of  the  power  plant  and  machinery,  including  elevators,  can 
be  separated  from  the  total  value  of  the  building,  depreciation  should  be  com- 
puted at  ten  (10%)  per  cent  on  it;  the  remainder  being  figured  at  the  per- 
centages heretofore  named.  The  estimated  value  of  the  buildings,  power  plants, 
etc.,  as  of  March  1,  1913,  is  to  be  taken  as  a  basis  on  which  deductions  are 
to  be  made.  The  committee  states  that  in  reaching  the  above  conclusions  it 
realizes  the  difficulty  of  properly  classifying  buildings,  and  that  in  order  to 
reach  accurate  conclusions  each  building  must  he  considered  in  its  individual 
details,  but  in  the  interest  of  uniformity,  and  as  a  general  guide  in  making 
returns,  it  seems  that  the  foregoing  basis  may  be  used. 

36 — Depreciation. 

Life  of  Building  Power  Plants,  by  C.  M.  Ripley.  A  Paper  to 
be  Presented  at  tlie  Annual  Meeting  of  the  American  Society  of  Heat- 
ing and  Ventilating  Engineers,  1914.    9  pages. 

This  states  that  the  electrical  profession  is  in  such  infancy  that  up  to  the 
present  time  we  have  had  very  little  data  on  the  subject  of  the  life  of  electric 
plants  in  buildings.  It  has  been  the  custom  of  many  engineers  and  architects 
to  assume  a  5  per  cent  depreciation  as  the  proper  annual  charge-off  on  such 
installations.  It  has  been  the  opinion  of  eminent  men  that  this  5  per  cent 
depreciation  has  been  used  temporarily  in  the  absence  of  better  data,  that  it  has 
been  only  guess  work,  that  it  must  now  be  upset  as  incorrect,  and  that  pre- 
construction  methods  of  figuring  must  be  revolutionized.  A  description  is  given 
of  a  personal  inspection  made  at  every  private  electric  plant  in  New  York  City 
and  Jersey  City  which  had  been  designed  and  constructed  under  the  super- 
vision of  a  certain  engineering  office.  It  is  said  that  in  no  private  electric 
plants  investigated  has  the  real  depreciation  been  determined.  The  investi- 
gation covered  the  whole  of  the  subject;  i.  e.  every  plant  designed  by  the  consult- 
ing engineering  office  referred  to.  Taking  into  consideration  private  electric 
plants  (installed  as  early  as  1900),  the  results  stand  as  follows:  34  show 
less  than  5  per  cent  depreciation;  29  show  less  than  4%  per  cent  depreciation; 
17  show  less  than  4  per  cent  depreciation;  16  show  less  than  3%  per  cent  de- 
preciation, and  4  show  less  than  3  per  cent  depreciation.  Among  the  oldest 
survivors  installed  before  the  establishment  of  this  engineering  office,  accom- 
panied  by  an  unknown  number  of  "dead"  plants,  are  the  following:  16  show 
less  than  3  per  cent  depreciation;  12  show  less  than  2%  per  cent  depreciation: 
4  show  less  than  2  per  cent  depreciation:  and  1  shows  less  than  l1/?  per  cent 
depreciation. 

3 — Investment  and  Return. 

People  ex  rel.  King's  County  Lighting  Company  v.  William  P. 
Willcox  et  al.  Brief  for  Relator-Respondent.  Pamphlet,  40  pages. 
This  is  the  company's  brief  in  this  case  before  the  New  York  Court  of  Appeals. 

31 — Valuation. 

Accounting  for  Maintenance  and  Investment  of  a  Public 
Utility  Company,  By  C.  E.  Brenton.  A  paper  read  before  the 
Union  Electric  Light  and  Power  Company  Section  of  the  N.  E.  L.  A., 
January  30,  1911. 

This  urges  the  desirability  of  a  public  utility  company's  making  and  keeping 
its  records  in  such  a  condition  that  the  Public  Service  Commission  can  readily 
obtain  the  original  cost  of  all  operating  equipment  without  appraisal.  It  is 
said  that  for  a  public  service  commission  to  attempt  to  make  an  appraisal  of 
the  investment  is  very  unsatisfactory  and  often  unfair.  Every  construction 
job  has  its  own  difficulties  and  problems  which  cost  more  than  niost  appraisers 
will    allow.     Appraisers    use    average    costs    sometimes    based    on    the    price--    at 
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the  time  of  construction  and  sometimes  not.  Averages  when  based  on  costs 
elsewhere  do  not  account  for  the  conditions  at  home.  It  is  asserted  that  when 
the  investment  stands  on  the  utility  companies'  books  at  its  original  cost  at 
all  times,  the  investors  have  a  firm  basis  for  calculating  returns,  the  man- 
agements have  a  firm  basis  for  comparing  revenue  and  costs  and  can  regulate 
their  own  rates,  and  the  public  service  commission  will  be  more  inclined  to 
accept  the  book  records  for  regulation  purposes.  There  is  a  detailed  discussion 
of  the  costs   of  maintaining  the  investment. 

PUBLIC  SERVICE  REGULATION 

77— Safety  of  Service. 

Inductive  Interference  Between  Power  and  Communication 
Lines. 

This  is  the  general  progress  report  of  the  California  Joint  Committee,  issued 
December  1G,  1913.  The  statement  is  made  that  since  September  1st,  1913,  the 
Committee  has  given  a  great  deal  of  consideration  to  the  analysis  of  results  ob- 
tained from  the  several  parallels  on  which  investigations  have  been  conducted. 
There  is  a  description  of  these  parallels,  and  an  account  of  some  of  the  general 
results  and  conclusions  drawn  from  the  mass  of  experimental  data  and  the 
studies  made  concerning  these  exposures.  It  is  said  that  until  such  time  as  the 
Committee  is  prepared  to  make  recommendations  to  the  Railroad  Commission 
it  feels  at  liberty  to  indicate  only  in  the  most  general  way  the  results  of  its 
investigation.  Since  its  formation,  a  year  ago,  the  work  of  the  Committee  has 
served  to  emphasize  to  all  members  the  magnitude  of  the  problem  under  in- 
vestigation and  the  necessity  of  a  thorough  consideration  of  the  subject  in  all 
its  different  phases,  before  the  Committee  in  justice  to  itself  and  to  the  Rail- 
road Commission  of  California  can  make  final  recommendation  to  that  body 
for  its  action. 

2 — Public  Service  Regulation. 

Influence  of  State  Regulation  Upon  Economy  and  Efficiency  in 
the  Operation  of  Water  Works  Properties,  by  Wynkoop  Kier- 
sted.  Engineering  and  Contracting,  2%  pages,  February  25,  1914, 
p.  239. 

This  states  that  some  of  the  essentials  of  a  more  efficient  and  economical  man- 
agement of  waterworks  property  are  as  follows:  (1)  an  unlimited  franchise; 
(2)  unbiased  and  disinterested  regulation  in  a  manner  which  will  insure  to 
the  citizens  of  a  municipality  good  water  service  and  such  protection  to  the 
investor  that  the  hazards  surrounding  the  investment  are  sufficiently  elim- 
inated to  invite  a  low  rate  of  interest;  (3)  sufficient  earning  capacity  to  cover 
operating  expenses,  taxes  and  repairs;  to  insure  replacements  and  substitutions 
of  units  of  plant  as  needed  in  order  to  perpetuate  the  property  and  to  maintain 
as  nearly  as  practicable  a  100  per  cent  value  of  the  investment  indefinitely; 
to  provide  a  margin  of  profit  inviting  to  a  good  business  management  but  dis- 
couraging to  a  wasteful  management,  and  on  the  whole  to  compensate  fairly  for 
furnishing  good  water  and  good  service,  and  for  reasonable  anticipation  of 
future  requirements  in  the  extension  of  the  property;  (4)  the  determination 
of  an  earning  value  of  the  property  which  shall  be  fair  and  equitable  to  both 
the  rate  payer  and  the  investor,  and  still  discourage  a  neglectful  management, 
and  such  as  will  admit  of  the  investment  in  plant  requisites  for  good  service 
and  good  water;  (5)  the  exercise  of  such  administration  over  the  investment 
of  either  the  municipality  or  private  investor  in  public  utility  property  as 
will  insure  the  expenditure  of  money  in  proper  kind  of  plant  and  equipment, 
but  will  not  interfere  unduly  with  the  question  of  design  of  the  property  so  long 
as  guided  by  good  technical  advice;  (0)  the  insistence  that  the  waterworks 
management,    whether   under   municipal    or    private    direction,    shall    standardize, 
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simplify  and  systematize  methods  of  operation,  and  render  uniformly  a  good 
water  service;  (7)  the  assurance  of  freedom  from  municipal  competition  on 
the  one  hand,  and  on  the  other  hand  the  right  of  the  municipality  to  purchase 
at  any  time  upon  due  notice,  at  a  value  fixed  by  unbiased  and  disinterested 
appraisers,  or  to  condemn  the  property  in  accordance  with  some  defined  legal 
procedure. 

222.3 — Method  of  Keeping  Accounts. 

Cost  of  Progress  an  Operating  Charge,  Editorial,  Electric  Railway 

Journal,  February  21,  1914,  p.  392. 

This  comments  on  the  United  States  Supreme  Court  decision  in  the  Kansas 
City  Southern  case  referred  to  in  4  Rate  Research  277.  It  is  said  that  at 
first  glance  it  might  seem  that  this  decision  is  open  to  the  charge  that  "techni- 
cal and  legal  subtleties"  are  the  predominating  feature  of  Supreme  Court 
decisions.  It  is  said  that  a  careful  study  of  the  decision,  however,  shows  that 
it  is  based  on  accounting  regulations  that  recommend  themselves  by  their 
definiteness  and  clearness  to  the  scientific  accounting  student  and  practitioner. 
The  placing  of  the  excess  charge  for  replacements  against  future  earnings  is 
really  a  benefit  to  transportation  lines,  for  it  prevents  a  piling  up  of  depleted 
assets  and  it  affords  an  excellent  means  for  silencing  the  public  demand  for 
lower  rates.  No  more  incongruous  picture  can  be  found  than  this:  The  public 
crying  for  vast  terminal  and  service  improvements  and  decreased  fares  and  the 
courts  deciding  that  the  excess  cost  of  such  improvements  must  be  met  out  of 
present  and  future  earnings.  The  sooner  the  public  is  made,  to  realize  the 
cause-and-effect  relation  existing  between  these  items,  the  sooner  there  will 
come  not  a  suspension  of  progress  but  a  more  legitimate  and  deliverative  demand 
for  it. 

MUNICIPALITIES 

81 — Municipal  or  Local  Regulation  of  Utilities. 

"Home  Kule"  Question  in  Chicago,  Electrical  World,  14  page, 
February  28,  1914,  p.  463. 

This  states  that  at  the  April  7  election  voters  in  Chicago  will  express  themselves 
on  the  public-policy  question  "Should  the  Legislature  amend  the  public  .utilities 
act  so  as  to  give  Chicago  home  rule  over  its  public  utilities?"  The  question 
was  discussed  at  the  City  Club  on  Feb.  21.  Mr.  S.  S.  Gregory,  a  prominent 
lawyer,  said  that  there  is  no  more  reason  why  there  should  be  a  separate  com- 
mission for  Chicago  than  there  is  why  there  should  be  a  separate  Supreme 
Court.  If  efficiency  is  wanted,  there  must  be  centralization  of  power.  Mr. 
Edward  W.  Bemis,  public  utility  expert,  presented  the  arguments  for  home 
rule.  He  contended  that  the  local  rates  of  monopolies,  like  local  taxation, 
should  be  fixed  locally  as  far  as  possible.  The  important  questions  of  public 
policy  involved  in  utility  regulation  should  be  decided  by  the  people,  and 
not  by  a  commission.  Mr.  F.  S.  Munro,  a  member  of  the  Legislature,  said 
that  local  officers,  like  mayor  and  aldermen,  would  never  have  the  strength 
to  raise  a  rate,  no  matter  how  equitable  such  an  increase  might  be.  Mr. 
James  G.  Skinner,  assistant  corporation  counsel,  who  drafted  the  home-rule 
article  of  the  original  bill,  declared  that  the  City  Council  of  Chicago  is  a 
more   efficient  working  body  than  the  Illinois  Legislature  of    1913. 

GENERAL 

149 — Holding  Companies. 

Pending  Anti-Trust  Legislation,  by  Guy  E.  Tripp,  Electric  Railway 
Journal,  2  pages,  February  21,  1914,  p.  409;  Electrical  World,  article 
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and  editorial,  2  pages,  February  21,  1914,  p.  412  and  p.  407. 

The  above  article  considers  the  five  bills  to  regulate  interstate  trade  now  before 
Congress  and  discusses  their  effect  on  trade  conditions.  With  regard  to  the 
bill  relating  to  holding  companies  it  is  said  that  this  is  fraught  with  more 
danger  than  any  other  of  the  business  bills  proposed.  It  will  be  impossible 
to  prohibit  all  holding  companies  without  financial  disaster,  and  just  how 
the  good  can  be  separated  from  the  bad  in  an  act  of  Congress  one  cannot 
imagine.  Public  utility  holding  companies,  for  example,  are  sound  in  principle, 
even  though  some  are  not  so  in  practice.  Practically  all  large  corporations  are 
holding  companies  to  some  extent,  and  in  many  cases  they  are  compelled  to 
be  so  by  the  operation  of  state  laws.  This  bill  deserves  the  most  careful 
analysis. 

The  editorial  states  that  it  appears  improbable  that  so  ill-informed  an  act 
as  a  complete  prohibition  of  all  holding  companies  could  become  a  law.  But 
the  danger  that  such  legislation  may  be  enacted  is  imminent  until  there  shall 
be  definite  assurance  to  the  contrary.  Business  men  affected  cannot  safely  or 
wisely  assume  that  the  pending  legislation  will  not  be  inimical  to  their  fair 
interests.  The  President's  early  reassurances  to  business  were  sincere.  The 
spirit  of  them  should  be  kept  in  the  laws. 

149 — Holding  Companies. 

The  N.  E.  L.  A.  and  Legislation,  Editorial,  Electric  World,  Febru- 
ary 21,  1914,  p.  405. 

This  comments  on  the  uncertainty  prevailing  about  the  attitude  of  the  Wash- 
ington administration  concerning  holding  companies.  It  is  said  that  so  far  as 
the  electrical  industry  is  concerned,  the  holding  company,  controlling  separate 
utilities,  has  many  advantages  for  both  the  public  and  the  corporation.  Its 
abuses  are  preventable.  The  National  Electric  Light  Association  is  so  clearly 
the  representative  of  the  companies  in  vital  issues  that  it  could  well  serve 
the  industry  by  presenting  facts  and  expressing  opinions  on  this  subject  for 
the  benefit  of  members  of  Congress  who  have  asked  for  the  views  of  business 
men.  In  measures  affecting  the  industry  the  presentation  of  statements  by 
authorized  representatives  before  committees  of  Congress  is  a  proper  function 
of  the  N.  E.  L.  A.  The  association  should  do  what  it  can  to  preserve  the 
economic  advantages  of  the  holding  company.  It  can  do  this  with  as  clear 
a  recognition  of  the  possibilities  of  abuse  of  the  holding  company  as  of  the 
possibilities  of  benefit. 

92 — Economy  and  Efficiency. 

The  Central  Station  Idea,  by  Joseph  B.  McCall,  General  Electric 
Review,  March,  1914,  p.  201. 

This  states  that  the  Central  Station  Idea,  the  purchasing  of  power  in  large  or 
small  units  from  great,  centrally-operated  generating  stations  with  numerous 
interconnected  substations,  as  opposed  to  the  private  plant,  is  growing  very 
fast  in  this  country.  This  is  a  very  good  thing  for  the  people  as  a  whole,  be- 
cause the  Central  Station  Idea  was  born  of  economy  and  fostered  by  efficiency  : 
it  is  the  very  last  word  in  economical  and  efficient  power  supply.  The  result 
of  the  development  of  this  Central  Station  Idea  shows  a  reduction  in  costs, 
a  reduction  in  rates  and  an  increase  in  income;  greater,  stronger  and  more 
staple  business,  attracting  a  constantly  increasing  class  of  investors.  The  ad- 
vances and  improvements  have,  however,  pot  all  been  material  in  character. 
The  industry,  as  a  whole,  has  taken  a  livelier  interest  and  has  taken  a  different 
stand  on  all  questions  involving  the  welfare  and  safety  of  the  employe,  as  shown 
by  the  incorporation  of  beneficial  organizations,  saving  fund  societies,  serv- 
ice annuity  benefits,  etc.,  forming  thereby  a  closer,  stronger,  more  co-operative 
relation  between  the  employer  and  employe,  and  effecting  permanent  organiza- 
tions winch  will  inevitably  insure  better  service  to  the  public. 
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For   statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

COMMISSION  DECISIONS 

GEORGIA 

3 — Investment  and  Return. 

Application  of  the  Macon  Railway  and  Light  Company,  Macon, 
Georgia  (Pop.  40.665),  for  Authority  to  Increase  Kates.  Decision  of 
the  Georgia  Railroad  Commission,  Fixing  Rates  for  Electric  Light 
and  Power.    February  24,  1914. 

As  the  result  of  a  merging  of  the  Macon  Consolidated  Street  Railway 
Company,  the  Macon  Electric  Light  and  Power  Company  and  the 
Metropolitan  Street  Railway  Company  the  applicant  obtained  fran- 
chise rights  to  operate  street  railway  lines,  and  electric  lighting  and 
power  lines  in  the  city  of  Macon.  The  facilities  of  this  company  were 
adequate  to  serve  all  the  electric  utility  business  of  the  city. 

Instead  of  coming  to  this  Commission  for  fair  and  reasonable  rates 
or  for  improvement  in  service,  if  unsatisfactory;  instead  of  tak- 
ing steps  to  compel  this  established  company  to  furnish  all  proper 
and  reasonable  service  at  fair  rates,  the  City  adopted  the  policy  of 
granting  franchises  to  another  company  to  come  in  and  share  the 
business,  or  to  compete  for  it.     .     .     . 

Anticipating  severe  competition  of  the  Georgia  Public  Service  Cor- 
poration the  applicant  lowered  its  rates.  After  a  six  months,  struggle, 
the  interests  controlling  the  Railway  and  Light  Company  purchased 
the  stock  of  the  competitor,  the  fight  for  business  ceased,  and  simul- 
taneously separate  applications  by  the  Railway  and  Light  Company, 
and  by  the  Public  Service  Corporation,  were  filed  with  the  Commis- 
sion asking  for  authority  to  increase  rates,  maintaining  that  rates  in 
effect  were  ruinously  low. 

132 — Protection  from  Competition. 

We  do  not  believe  that  a  business  which  supplies  to  a  community,  a 
public  utility  like  gas  or  electricity,  is  one  in  which  full  and  free 
competition  between  two  companies  engaged  therein,  can  be  ex- 
pected to  permanently  prevail.  Experience  has  demonstrated  the 
world  over,  as  it  has  in  Macon,  that  when  there  is  more  than  one 
such  company  in  a  city  engaged  in  the  same  business,  while  active 
competition  may  prevail  for  a  while,  sooner  or  later,  the  competing 
companies  find  it  to  their  interest  to  reach  an  understanding  as  to 
prices,  or  to  a  division  of  territory,  or  both,  and  in  the  great  ma- 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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jority  of  cases  the  two  companies  either  become  one  or  the  control 
of  both  passes  into  the  same  hands. 

Our  public  policy  in  Georgia  has  been  to  encourage  competition  as 
a  provider  of  good  service  and  a  regulator  of  prices,  and  yet  at  the 
same  time  we  have  adopted  the  policy  of  governmental  regulation 
as  necessary  to  secure  these  ends,  and  to  prevent  unlawful  discrim- 
inations, which  always  find  their  best  breeding  places  in  unre- 
strained competition. 

We  do  not  believe  competition  can  ever  be  a  consistent  and  proper 
regulator  of  rates  and  other  conditions  in  the  public  utility  field. 
Real  competition  in  such  a  field  means  duplication  of  plants,  which 
when  once  built,  are  generally  useless  for  other  purposes.  .  .  . 
The  Commission  earnestly  believes  that  it  would  be  wise  if  the 
Legislature  would  prohibit  the  building  of  duplicate  public  utili- 
ties, or  the  grant  of  franchises  to  such,  prior  to  application  to  and 
issuance  by  this  Commission  of  certificates  of  public  convenience 
and  necessity.  In  our  opinion,  the  government  which  properly  as- 
sumes to  prescribe  reasonable  rates  and  compel  adequate  services 
by  public  utilities,  should  also  protect  such  utilities  and  the  public 
from  unwise  or  useless  competition  and  the  wasteful  investment 
of  money  in  unnecessary  plants.     .     .     . 

224.2 — Contracts. 

During  the  period  of  active  competition,  the  companies  entered  into 
contracts  with  numerous  commercial  light  and  power  consumers  cov- 
ering long  periods  of  time.  The  city  and  many  private  consumers 
holding  such  contracts  oppose  the  grant  of  increase  in  rates. 

To  allow  them  to  stand  and  to  require  others  of  the  public  to  pay 
higher  rates  would  be  rank  discrimination ;  such  a  condition  cannot 
be  allowed  to  exist.     .     .     . 

The  courts  have  repeatedly  ruled  upon  the  principles  involved  in 
this  question,  and  our  own  Supreme  Court  has  several  times  held 
that  the  regulatory  power  of  the  Commission  cannot  be  set  aside 
by  contracts  of  this  character.  Its  latest  deliverance  on  this  ques- 
tion was  in  the  Railroad  Mileage  case  (80  S.  E.  Rep.,  p.  332),  in 
which  it  said : 

"In  the  cases  last  cited  the  Supreme  Court  of  the  United  States 
held  that  contracts  already  made  (in  the  one  case  as  to  rates,  in 
the  other  as  to  free  transportation)  must  yield  to  lawful  regulation 
as  to  interstate  commerce." 

"In  the  Armour  Case  (209  U.  S.,  82)  Mr.  Justice  Day  said:  'If 
the  shipper  sees  fit  to  make  a  contract  covering  a  definite  period 
for  a  rate  in  force  at  the  time,  he  must  be  taken  to  have  done  so, 
subject  to  the  possible  change  of  the  published  rate  in  the  manner 
tixed  by  statute,  to  which  he  must  conform  or  suffer  the  penalty 
fixed  by  law.'  " 

In  Kentucky  and  Indiana  Bridge  Company  v.  L.  &  N.  R.  I\.  Co. 
(2  I.  C.  C.  Rep.  162),  Judge  Cooley  said: 
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''If  the  Legislature  had  no  power  to  alter  its  police  laws  when 
contracts  would  be  affected,  then  the  most  important  and  valuable 
reforms  might  be  precluded  by  the  simple  device  of  entering  into 
contracts  for  the  purpose.  No  doctrine  to  that  effect  would  be 
even  plausible,  much  less  sound  and  tenable." 

We  do  not  deem  it  necessary  to  mulitply  citations  on  this  question. 
These  contracts  for  rates  lower  than  those  prescribed  in  this  case 
must  be  abrogated,  or  the  public  generally  put  upon  the  same 
basis.     .     .     . 

3— Investment  and  Return. 

In  fixing  rates  for  the  two  companies  the  Commission  considered  only 
the  older  and  larger  company  since  under  common  ownership  the 
other  plant  will  undoubtedly  be  dismantled.  In  the  mean  time,  the 
rates  prescribed  for  the  larger  company  will  afford  fair  returns  to 
the  Public  Service  Corporation  upon  the  fair  value  of  its  property 
devoted  to  the  public  use. 

Under  its  franchise  the  company  is  required  to  furnish  transporta- 
tion, lighting  and  power  service  with  the  proviso  that  transportation 
charges  are  never  to  exceed  five  cents  for  a  continuous  ride  within 
four  mile  radius  of  the  city  hall.  The  company,  therefore,  insists 
that  as  there  can  be  no  increase  in  transportation  charges,  even  though 
they  should  be  inadequate,  any  increase  of  revenue  necessary  for  a 
fair  return  on  the  entire  property,  must  come  from  increased  lighting 
and  power  rates. 

The  Commission  cannot  see  either  the  legality  or  justice  of  com- 
pelling light  customers  of  the  company  to  share  in  any  losses  it 
may  incur  in  transporting  its  railway  patrons.     .     .     . 

The  properties  used  by  the  company  must  be  segregated;  the 
value  of  the  property  used  for  lighting  and  power  purposes  ascer- 
tained and  lighting  and  power  rates  based  thereon.  In  ascertaining 
the  values  hereinafter  stated,  property  used  in  common  has  been 
prorated  according  to  uses  made  of  it  by  each  service.     .     .     . 

314.22 — Franchises. 

Following  its  own  precedent  the  Commission  will  not,  for  rate  mak- 
ing purposes,  include  the  value  of  franchises  donated  by.  the  public, 
in  the  value  of  property  upon  which  fair  returns  should  be  had. 
The  franchise  under  discussion  is  the  right  to  occupy  and  use  the 
streets  of  Macon  as  rights  of  way,  etc.  These  streets  belong  to  the 
public.  The  right  to  use  them,  as  granted,  is  a  valuable  right,  and 
hence  the  franchise  is  taxed  as  a  property  right.  But  this  valuable 
property  right  in  the  public  streets  was  donated  by  the  public.  .  .  . 

315.1— Going  Value. 

The  question  of  "going  value"  has  been  much  discussed,  by  Courts 
and  Commissions,  during  the  past  few  years.  It  arises  in  three  dis- 
tinct classes  of  cases,  to-wit,  capitalization  issues,  in  rate  applica- 
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tions  and  in  Sale  or  Purchase  transactions.  The  principles  apply- 
ing in  one  class  have  sometimes  been  applied  to  the  others.  In  our 
opinion  there  are  important  distinctions,  particularly  between  cap- 
italization and  purchase  or  sale  cases,  and  rate  making  cases. 

It  is  well  to  have  clearly  defined  just  what  is  meant  by  "Going 
Value"  or  "Going  Concern  Value."  As  we  understand  the  term, 
it  means  a  value  due  to  the  fact  that  a  plant  has  consumers  actually 
using  its  product ;  that  it  is  in  actual  and  successful  operation,  and 
has  attached  to  it  a  developed  business.  As  we  understand,  the 
claim  in  this  case  is,  that  to  actual  physical  values  there  should  be 
added  a  sum  representing  the  value  of  this  business  and  the  expense 
incurred  in  attaching  it. 

In  a  rate  consideration  we  distinguish  between  the  value  of  the 
attached  business,  as  a  property  addition,  and  the  actual  cash  out- 
lay made  in  attaching  the  business.  The  Commission  will  not  allow 
as  added  property  upon  which  returns  should  be  perpetually  paid 
by  the  public,  the  value  of  the  established  business.  We  do  not 
mean  to  say  that  we  have  in  reaching  conclusions  as  to  values  here- 
inafter stated,  treated  certain  physical  properties  as  individual,  dis- 
connected units.  We  have  considered  them  as  integral  and  essen- 
tial parts  of  a  completed,  perfected  plant  capable  of  and  ready  to 
serve.  In  these  values  we  have  included  overhead  charges,  such  as 
organization,  engineering,  contractors'  profits,  reasonable  promo- 
tion expenses,  legal  expenses,  interest  during  construction,  insur- 
ance, etc.  In  so  far  as  "Going  Value"  includes  such  elements  as 
actual  expense  of  attaching  business,  we  believe  that  it  should  be 
recognized  in  the  earlier  or  beginning  rates  of  a  public  service 
corporation  and  for  a  sufficient  period  to  reimburse  the  company 
for  such  reasonable  expenditures.  This  is  done  when  such  expenses 
are  carried,  as  they  should  be  and  are,  in  operating  expenses.  But 
to  allow  them  in  "operating  expenses"  and  at  the  same  time  add 
fixed  values  to  physical  property  values  and  tax  the  public  per-^ 
petually  to  afford  a  return  thereon,  is  contrary  to  our  convictions 
of  right.     .     .     . 

34— Rate  of  Return. 

The  scale  of  rates  adopted  by  the  Commission  would  have  earned 
nine  per  cent  on  the  value  of  the  investment  in  1913  as  estimated  by 
the  Commission.  The  Commission  says  that  a  normal  annual  increase 
from  natural  growth  may  be  anticipated  and  that  without  competi- 
tion the  company  may  be  assured  of  securing  an  adequate  return 
under  these  rates. 

In  conclusion  the  Commission  says: 

There  are  risks  and  hazards  in  public  utility  investments,  not  al- 
ways carried  by  private  enterprises.  There  should  be  recognition 
of  this  in  prescribing  rates;  they  should  allow  some  compensation 
therefor.  Investors  in  public  utility  enterprises,  unquestionably 
surrender  or  rather  have  to  yield  to  governmental  agencies  in  the 
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regulation  and  control  of  their  rates  and  services.  They  are  not 
free  to  do  as  they  will  with  their  property,  nor  get  what  they  can 
out  of  it.  They  are  subject  to  the  will  of  the  people  whom  they 
serve,  and  having  such  powers,  it  seems  to  us,  that  there  should 
be  recognition  at  all  times  of  corresponding  obligations  for  at  least 
fair  treatment.     .     .     . 

72— Rate  Schedules. 

Under  the  company's  rates,  commercial  lighting  and  power  current 
was  furnished  at  from  4.05  cents  net  down  to  2.02  cents  net  per  kilo- 
watt-hour, and  residence  lighting  current  for  from  6.75  cents  down 
to  5.85  cents  net  per  kilowatt-hour. 

The  Commission  prescribed  the  following  net  rates: 


LIGHTING  RATES. 
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Penalty  for  Delayed  Payment. 

10  per  cent  is  added  to  the  bill  for  failure  to  pay  before  the  10th  day  of  each 
month. 

Minimum  Charge. 

$1.00  per  month  per  meter. 


POWER  RATES. 
Rate. 

5         cents  per  kw.  hr.  for  the  first     100  kw.  hrs.  per  month. 

3  "  "      "      "  "      "     next     400    " 

2.5  "         "      "      "  "      "         "        500    "       " 

0  a  a         a         a  t'         a  a       1  )00      u  " 

1  75        "          "       "       "  "       "         "     2500    "        " 
1.5          "         "      "      "  "    all    over  5000    " 


Penalty  for  Delayed  Payment. 

10  per  cent  is  added  to  the  bill  for  failure  to  pay  before  the   10th  day  of 
each  month. 


Minimum  Charge. 

$1.00  per  month  for  2  h.  p.  or  less  connected. 

.50  per  month  per  h.  p.  connected  in  excess  of  2  h.  p. 
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COURT  DECISIONS 
ARIZONA 

3 — Investment  and  Return. 

Bonbright  et  al.  v.  Geary  et  al.,  Corporation  Commission  of  Arizona 
et  al.  Kelly  v.  Same.  Suits  by  the  Stockholders  and  Bondholders 
of  the  Pacific  Gas  and  Electric  Company  to  Restrain  the  Enforcement 
of  Rates  Prescribed  by  the  Commission.  Decision  of  the  District 
Court,  District  op  Arizona,  Granting  an  Interloctutory  Injunction. 
November  19,  1913.    210  Federal  44. 

The  Commission's  decision  in  this  case  is  abstracted  in  4  Rate  Re- 
search 38.  The  present  appeal  was  brought  by  the  stockholders  and 
bondholders  of  the  corporation,  since  the  officers  of  the  company  re- 
fused to  take  the  risk  of  disregarding  the  rates  and  the  responsibility 
of  testing  their  validity,  because  of  the  excessive  and  extreme  penal- 
ties for  noncompliance. 

31 — Valuation. 

We  come  now  to  the  question  of  valuation,  and  we  commence  the 
inquiry  with  this  rule  for  our  guide : 

"There  must  be  a  fair  return  upon  the  reasonable  value  of  the 
property  at  the  time  it  is  being  used  for  the  public."  San  Diego 
Land  &  Town  Co.  v.  National  City,  174  U.  S.  739,  757,  19  Sup.  Ct. 
804,  811  (43  L.  Ed.  1154)  ;  Same  v.  Jasper,  189  U.  S.  439-442, 
23  Sup.  Ct.  571,  47  L.  Ed.  892 ;  Willcox  v.  Consolidated  Gas  Co., 
212  U.  S.  19-21,  29  Sup.  Ct.  148,  53  L.  Ed.  371. 

The  inquiry  will  also  be  aided  by  another  rule,  that  if  the  valua- 
tion of  any  one  of  the  necessary  elements  of  the  public  service  plant 
is  fixed  by  the  rate-making  authorities  at  an  amount  unjustly  and 
unreasonably  low  in  a  substantial  amount,  or  if  the  value  of  an  ele- 
ment of  substantial  value  used  and  useful  in  maintaining  or  oper- 
ating such  a  plant  is  entirely  omitted  by  the  rate-fixing  authority, 
such  unreasonable  and  unjust  valuation  or  omission  of  valuation  is 
the  taking  of  private  property  for  a  public  use  without  just  com- 
pensation. 
The  company  claims  that  the  valuation  adopted  by  the  Commission  is 
unreasonably  lowr  and  unjust.     The  court  takes  the  valuation  of  the 
company's  expert  as  a  basis  for  comparison  with  that  of  the  Commis- 
sion. 

311— Basis  of  Valuation. 

The  question  at  issue  upon  this  motion  turns  therefore  upon  the 
present  value  of  the  plant.  Should  the  valuation  be  $1,227,500, 
the  amount  of  the  outstanding  bonds  and  the  purchase  cost  of 
the  stock  of  the  corporation,  that  is  to  say,  the  market  value,  as 
claimed  by  the  complainants;  or  should  it  be  the  appraised  value 
of  $1,180,000  made  by  the  expert  engineers  on  behalf  of  the  com- 
plainant,  which  is  claimed  to  be  the  reproduction  value  of  the 
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plant;  or  should  it  be  the  actual  cost  of  the  plant  as  shown  by 
the  books  of  the  corporation,  namely,  $937,563 ;  or  should  it  be  the 
value  placed  upon  the  plant  by  the  Corporation  Commission, 
namely,  $511,234.69?  There  is  here  a  wide  difference  in  the  valu- 
ations ;  so  wide,  indeed,  that  a  satisfactory  adjustment  of  the  en- 
tire question  is  impossible  at  this  time,  and  we  will  not  attempt  it. 
All  that  we  can  do  now  is  to  examine  the  differences  on  broad  lines 
and  ascertain  in  a  general  way  whether  the  valuation  placed  upon 
the  plant  by  the  Corporation  Commission  is  reasonable  and  just. 

314 — Overhead  Charges. 

There  is  also  a  question  as  to  the  item  of  overhead  charges.  This 
item  is  not  very  clearly  defined,  but  appears  to  include  the  ex- 
penses that  would  necessarily  be  incurred  in  the  reproduction  of 
the  property.  It  includes  the  legal  expenses  of  organization  and 
the  expenses  for  office,  engineering,  inspection,  supervision,  and 
management  during  the  period  of  construction ;  it  would  also  in- 
clude fire  and  casualty  insurance,  taxes,  and  interest  during  the 
period,  contractors'  profits,  and  other  minor  expenses  of  like 
character.  The  complainant's  experts  estimated  this  valuation  at 
20  per  cent,  on  the  physical  valuation  of  the  material  and  cost  of 
construction  entering  into  the  plant ;  the  Corporation  Commis- 
sion has  estimated  it  at  12  per  cent,  of  the  physical  valuation  of 
the  materials  and  cost  of  construction  as  they  have  estimated  these 
elements.  Complainant's  criticism  of  this  estimate  is  that  it  is 
too  low  and  does. not  include  all  the  expenses  that  necessarily  enter 
into  the  reproduction  of  such  plant.  We  think  this  estimate  needs 
further  consideration  and  probable  revision  in  a  final  valuation 
of  this  item. 

315.1 — Going  Value. 

With  respect  to  the  item  of  accrued  deficits  based  upon  a  reason- 
able return  on  the  money  invested  since  the  organization  of  the 
company,  estimated  by  the  experts  at  $280,000,  and  for  which  no 
allowance  was  made  by  the  Corporation  Commission,  wre  have  not 
had  time  to  examine  the  evidence  with  respect  to  this  item.  As 
has  been  stated,  this  is  the  valuation  of  a  going  concern  as  dis- 
tinguished from  the  bare  bones  of  the  corporation.  The  courts 
recognize  a.  difference  between  the  value  of  a  plant  of  this  charac- 
ter without  customers  or  business,  and  a  plant  that  has  been  fully 
established  and  connected  up  with  a  municipal  lighting  system 
and  with  the  houses,  business  places,  and  factories  of  regular  cus- 
tomers. The  present  corporation  was  in  August  of  last  year  a 
going  concern ;  it  was  connected  up  with  the  municipal  lighting 
system,  the  houses,  business  places,  factories,  and  other  institu- 
tions of  a  prosperous  community,  and  there  was  nothing  more  to 
do  except  to  deliver  the  service,  for  which  the  corporation  was 
fully  and  efficiently  equipped.  We  think  this  element  of  valua- 
tion should  be  considered  in  connection  with  the  other,  elements 
of  valuation  with  the  view  of  determining  the  actual  present  value 
of  the  whole  plant. 
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315.3 — Special  Contracts. 

There  is  another  feature  of  the  case  which  appeals  to  us  for  con- 
sideration, and  that  is  the  valuation  of  the  contract  with  the  fed- 
eral government  for  power.  The  company  values  the  remaining 
term  of  this  contract  at  $110,000;  the  Corporation  Commission 
omitted  it  altogether.  .  .  .  The  contract  went  into  effect  in  1909 
or  1910  and  has  six  or  seven  years  to  run.  The  value  of  the  re- 
maining term  is  estimated  by  the  complainant  at  the  sum  of 
$110,000.  We  are  of  opinion  that  this  contract  has  a  substantial 
value  for  the  company,  but  what  that  value  is  we  do  not  now  de- 
termine. We  think  the  Corporation  Commission  should  have 
given  this  contract  a  reasonable  valuation  in  view  of  all  the  cir- 
cumstances of  the  case,  and  that  the  omission  to  make  such  valua- 
tion was  a  substantial  error  in  the  proceedings. 

318— Working   Capital. 

We  come  next  to  the  valuation  of  what  is  termed  the  working 
capital.  The  experts  for  the  complainant  value  this  item  at 
$50,000.  The  Corporation  Commission  valued  it  at  $23,500.  The 
sum  is  too  small  for  the  current  business  of  the  corporation.  The 
corporation  must  carry  a  certain  amount  of  supplies  and  should 
pay  its  bills  for  repairs  and  supplies  at  the  end  of  the  week  or 
month  as  they  come  due  and  should  not  be  obliged  to  await  the  col- 
lection of  its  revenues  from  the  rates  collected  by  the  company 
from  its  customers.  There  is  always  more  or  less  delay  in  col- 
lecting rates.  The  company  should  therefore  have  constantly  on 
hand  what  might  be  termed  a  revolving  fund  to  pay  its  own  cur- 
rent obligations  and  keep  its  credit  good  and  enable  it  to  transact 
its  business  promptly  and  satisfactorily  to  everybody  concerned. 
We  think  that  a  working  capital  of  $50,000  is  a  reasonable  capital 
for  the  corporation  in  this  case  and  should  be  allowed  as  a  valua- 
tion in  its  plant. 

36 — Depreciation. 

The  question  is  as  to  the  amount  which  should  be  allowed  for  de- 
preciation. The  Corporation  Commission  estimated  the  value  of 
the  various  physical  units',  and  then  estimated  that  the  plant  had 
depreciated  at  the  rate  of  7  per  cent,  per  annum,  which  for  an 
average  of,  say,  seven  years,  would  be  49  per  cent,  for  the  total 
depreciation  upon  the  whole  plant,  leaving  the  present  value  of 
the  plant  only  51  per  cent,  of  its  original  value.  The  experts  for 
the  complainant  made  an  examination  of  the  various  units  of  the 
physical  properties  and  as  far  as  possible  made  an  actual  valua- 
tion of  each  unit,  and  when  that  was  not  possible  then  an  estimated 
depreciation  was  made.    .     .     . 

It  would  seem  that,  if  the  plant  is  in  the  condition  set  forth  in 
this  statement,  a  deduction  of  49  per  cent,  from  its  original 
value  for  depreciation,  or  approximately  that  percentage,  is  ex- 
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cessive ;  but  to  what  extent  it  is  excessive  we  do  not  now  deter- 
mine. We  call  attention  to  the  statement  for  the  purpose  of  re- 
ferring to  the  fact  that  the  plant  appears  to  have  been  kept  in 
repair  and  is  now  in  good  condition.  In  the  Knoxville  Case  the 
Supreme  Court  commended  this  method  of  preserving  the  in- 
tegrity of  a  public  service  plant.    The  court  said: 

"Before  coming  to  the  question  of  profit  at  all,  the  company  is  en- 
titled to  earn  a  sufficient  sum  annually  to  provide  not  only  for 
current  repairs  but  for  making  good  the  depreciation  and  re- 
placing the  parts  of  the  property  when  they  come  to  the  end  of 
their  life.  The  company  is  not  bound  to  see  its  property  gradu- 
ally waste,  without  making  provision  out  of  its  earnings  for  its  re- 
placement. It  is  entitled  to  see  that  from  earnings  the  value  of 
the  property  invested  is  kept  unimpaired,  so  that  at  the  end  of 
any  given  term  of  years  the  original  investment  remains  as  it 
was  at  the  beginning.  It  is  not  only  the  right  of  the  company  to 
make  such  a  provision,  but  it  is  its  duty  to  its  bond  and  stock- 
holders, and,  in  the  case  of  a  public  service  corporation  at  least, 
its  plain  duty  to  the  public. ' ' 

366 — Depreciation  Funds. 

This  brings  us  to  a  peculiar  feature  of  this  case.  There  was  on 
hand  in  the  treasury  of  the  company  at  the  time  of  the  valuation 
of  the  plant  the  sum  of  $64,292.67,  accumulated  for  the  purpose 
of  meeting  the  expense  of  current  repairs  and  for  replacing  such 
parts  of  the  property  as  had  been  worn-out  and  the  life  of  the 
part  ended.  The  fund  had  been  withheld  from  the  stockholders 
that  it  might  be  used  in  preserving  the  plant  in  good  condition 
and  in  proper  efficiency.  This  was  good  business  judgment  on  the 
part  of  the  officers  of  the  corporation  and  must  be  approved.  Pub- 
lic service  corporations  are  to  be  encouraged  in  maintaining  their 
plants  in  a  proper  state  of  efficiency.  We  are  of  the  opinion  that 
the  Corporation  Commission  was  in  error  in  its  estimate  of  de- 
preciation of  this  plant,  and  particularly  was  in  error  in  omitting 
this  reserve  fund  from  its  valuation  of  the  plant. 

The  court  directs  the  company  to  give  a  bond  of  $50,000,  and  to  im- 
pound the  difference,  pending  the  judicial  investigation  of  the  valua- 
tion, which  it  deems  necessary. 


REFERENCES 
RATES 

411 — Apportionment  of  Expense. 

Suggestions  for  Public  Utility  Rate  Making,  by  W.  G.  Raymond. 
Abstract  of  a  Paper  Read  at  a  Municipal  Lighting  Convention,  Uni- 
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versity  of  Iowa,  Iowa  City,  Iowa.  Engineering  News,  2  pages,  March 
5,  1914,  p.  510. 

This  states  that  a  municipal  owned  plant  should  pay  the  items  of  (1)  interest, 
(2)  operating  expense,  and  (3)  depreciation  from  the  start.  Since  the  number 
of  customers  and  the  quantity  of  output  sold  in  the  earlier  years  of  the  plant 
will  be  relatively  small,  it  is  suggested  that  in  the  beginning  a  relatively  larger 
portion  must  be  borne  by  the  community  as  a  whole  for  actual  public  use 
and  potential  private  service,  than  will  be  proper  in  later  years  when  a  much 
larger  output  may  be  sold  to  individuals  and  the  common  tax  reduced.  It 
seems  proper  that  all  property  served  or  to  be  served  by  water  mains  or  gas 
mains  have  been  laid,  or  electric-light  wires  which  have  been  strung  and  street 
lights  operated,  should  pay  a  portion  of  the  return  that  must  be  collected  to 
cover  the  three  items  of  interest,  cost  of  operation  and  depreciation.  There 
is  a  discussion  of  methods  to  be  followed  in  apportioning  the  amounts  to  be 
paid  by  the  public  at  large  and  the  individual  users.  It  is  suggested  that  so 
much  as  is  to  be  paid  by  consumers  for  use  should  be  arranged  with  a  sliding 
scale,  so  that  the  larger  users  shall  pay  a  lower  rate,  since  with  most  public 
utilities  the  cost  of  service  to  a  single  user  is  not  in  proportion  to  the  quan- 
tity of  the  output  used,  but  is  less  per  unit  as  the  number  of  units  is  greater. 
The  writer  upholds  a  higher  rate  of  return  in  case  of  private  operation;  and 
the  same  rate  of  interest  on  capital  as  on  depreciation  allowances. 

INVESTMENT  AND  RETURN 

36 — Depreciation. 

The  Depreciation  of  Public  Utility  Properties  as  Affecting  Their 
Valuation  and  Fair  Return  :  Discussion.  Proceedings  of  the  A.  S. 
C.  E.,  15  pages,  February,  1914,  p.  507. 

The  discussion  of  Mr.  John  W.  Alvord's  paper  (See  4  Kate  Research  175  and 
313)  is  here  continued  by  Charles  Rufus  Harte,  W.  Kiersted,  and  George  B. 
Stone. 

335 — Issues  of  Stocks  and  Bonds. 

Selling  Public  Utility  Bonds.  Editorial,  Electrical  World,  March 
7,  1914,  p.  517. 

This  states  that  in  some  recent  cases  the  Board  of  Public  Utility  Commissioners 
of  New  Jersey  has  held  that  a  public  utility  should  get  competitive  bids  when 
it  sells  bonds.  Utilities  have  a  credit  standing  that  they  did  not  have  in  earlier 
days.  It  is  said  that  while  in  the  earlier  days  alliance  with  a  single  banking 
house  was  necessary,  the  association  of  a  single  banking  name  with  all  of  the 
bond  issues  of  a  company  has  dwindled  in  importance.  If  a  solvent  company 
has  ability  in  its  management  to  sell  securities  profitably  and  has  resources 
ample  to  protect  it  reasonably  well  in  panic,  it  can  obtain  better  average  prices 
by  a  consistent  policy  of  competitive  selling  than  by  confining  itself  to  a  single 
banker  who  is  undisturbed  by  competitors.  On  the  other  hand,  if  it  lacks  these 
qualities  it  may  protect  itself  by  affiliating  closely  with  strong  bankers  who 
feel  morally  bound  to  provide  for  its  needs.  It  should  be  borne  in  mind  that 
the  advantage  of  competitive  buying  is  less  apparent  with  small  companies 
than  with   large  properties. 

3 — Investment  and  Return. 

People  ex  rel  Kings  County  Lighting  Company  v.  William  R.  Will- 
cox  et  al.  Brief  for  Appellants.   Pamphlet,  82  pages. 

This  is  the  commission's  brief  in  this  ease  before  (lie  New  York  Court  of  Appeals. 
The  Company's  brief  was  referred   to   in   4  Rate   Research    .*>(>.">. 
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31 — Valuation. 

Discussion  on  Valuation  for  the  Purpose  of  Rate-Making.  Pro- 
ceedings of  the  A.  S.  C.  E.,  48  pages,  February,  1914,  p.  341. 

The  report  of  the  Valuation  Committee  has  been  referred  to  in  4  Rate  Research 
302.  It  is  here  discussed  by  Onward  Bates.  .Fared  How,  W.  H.  Courtenay,  V.  K. 
Hendricks,  E.  W.  James.  W '.  W.  K.  Sparrow,  William  .J.  Wilgus,  J.  C.  Gibson, 
H.  C.  Vensano,  William  W.  Crehore,  and  C.  P.  Howard. 

MUNICIPALITIES 

83 — Municipal  Ownership. 

Investigation    Discourages    Municipal   Ownership    at    Corvallis, 

Oregon.    Public  Service,  2  pages,  March,  1914,  p.  100. 

This  states  that  some  communities  have  adopted  municipal  ownership  heedlessly, 
without  full  investigation,  or  in  fact  with  only  a  fairly  adequate  advance  com- 
parison with  the  cost  of  service  as  rendered  by  private  companies.  Advocates 
with  good  intentions  frequently  make  specious  claims  based  on  a  total  lack  of 
engineering  knowledge  or  experience.  Once  prominent  citizens  have  committed 
themselves,  they  find  it  difficult  to  abandon  unsound  positions,  because  of  the 
fear  of  ridicule  or  alleged  corporation  influence.  Why  any  body  of  citizens  should 
vote  heavy  bonded  indebtedness  without  competent  engineering  advice  is  attribut- 
able only  to  a  popular  thoughtlessness  carefully  cultivated  by  demagogic 
politicians.  Xot  every  city,  however,  is  so  easily  imposed  upon.  Frequently 
the  people  of  the  community  refuse  to  become  excited  and  demand  facts  instead 
of  guesswork  and  irresponsible  promises.  An  example  of  admirable  public 
carefulness  occurred  recently  at  Corvallis,  Oregon,  where  a  number  of  citizens 
had  been  attracted  to  the  municipal  ownership  idea.  The  question  of  building 
or  buying  electric  light  and  power  facilities  was  agitated,  but  before  voting 
bonds  the  Commercial  Club  was  called  upon  to  make  an  investigation,  which 
it  did  through  a  special  committee.  This  committee  made  a  brief  but  com- 
prehensive report,  showing  the  estimated  cost  of  constructing  a  municipal 
electric  plant  and  the  estimated  cost  of  operation.  It  was  shown  that  under 
municipal  ownership  the  very  best  that  could  be  hoped  for  was  a  production 
cost  per  kilowatt-hour  but  78/100ths  of  a  mill  less  than  the  average  price 
charged  for  current  by  the  private  company  serving  Corvallis. 

83 — Public  Ownership. 

Government    Ownership    of    Telegraph    Lines,    By    Charles    P. 

Bruch.     An  Address  Delivered  at  Hartford,  Connecticut,  January 

20,  1914.    Pamphlet,  8  pages. 

This  points  out  why  the  practical  operation  of  public  utilities  cannot  be  as 
efficiently  and  economically  carried  on  by  the  Government  as  it  is  and  can  be 
by  corporate  and  individual  enterprise;  and  why  state  and  municipal  govern- 
ment methods  are  wasteful,  tortuous  and  slow  as  compared  with  the  econimical. 
direct  and  prompt  business  methods  adopted  by  private  concerns.  In  connection 
with  recent  agitation  for  government  ownership  by  Postmaster-General  Burleson, 
attention  is  drawn  to  the  fact  that  such  suggestions  were  made  by  former 
Postmaster-Generals  in  1844,  1867,  1868,  1869,  1S71,  1872,  1873,  1880,  18S2,  1883, 
and  1888,  the  reasons  for  the  suggestion  being  that  the  Postmaster-Generals 
thought  it  would  be  a  good  thing  for  the  public  and  also  for  the  party,  and 
because  foreign  countries  owned  the  Telegraphs.  It  is  said  that  most  of  them, 
who  urged  it,  calmly  ignored  all  practical  considerations  such  as  the  cost  of 
the  service,  and  the  extent  to  which  it  would  actually  be  utilized  by  the 
general  public.  A  close  analysis  of  telegraph  service  abroad  under  public  owner- 
ship, is  made,  to  show  its  notorious  inefficiency  as  compared  to  the  service  in 
America.  The  resolution  on  this  subject  introduced  into  the  House  of  Repre- 
sentatives on  December  20,  by  Mr.  Lewis  of  Maryland,  is  reviewed,  and  the  prop- 
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osition  said  to  be  illegal,  confiscatory,  absolutely  impracticable  and  altogether 
outrageous.  It  is  suggested  tbat  tbose  who  get  the  service  should  pay  the  cost — 
and  not  pay  less  than  the  cost,  leaving  those  who  do  not  get  it  or  need  it  to  make 
up  the  difference.  There  is  no  more  reason  to  do  Government  business  at  a  loss 
than  to  do  private  business  at  a  loss. 

83 — Municipal  Ownership. 

Expert  Reports  Against  Proposed  Muscatine  Plant.  Public  Ser- 
vice, 1  page,  March,  1914,  p.  99. 

This  gives  the  substance  of  a  report  recently  made  by  Professor  J.  B.  Hill  of 
Iowa  City  in  regard  to  the  construction  of  a  municipal  electric  plant  in 
Muscatine,  Iowa.  Professor  Hill  found  that  the  plan  was  not  feasible,  in  that 
it  was  too  expensive.  It  was  pointed  out  in  the  report  that  it  would  be  necessary 
to  charge  higher  prices  than  are  now  charged  for  electricity.  It  was  shown 
that  a  municipal  plant,  even  if  it  did  a  commercial  business,  would  have  to 
charge  a  flat  rate  of  about  12  cents  a  kilowatt-hour  to  break  even.  This  is 
a  higher  rate  than  is  now  charged  by  the  private  company  operating  in  Muscatine. 
The  report  covered  two  propositions,  the  first  of  which  contemplated  an  electric 
lighting  plant  and  distribution  system  for  street  lighting  only ;  and  the  second 
for  a  plant  and  distribution  system  for  street,  commercial  and  residential  light. 


GENERAL 

143 — Cooperation. 

Concentration  of  Industry  in  the  United  States  of  America,  by 
President  Charles  R.  Van  Hise  of  the  University  of  Wisconsin. 
An  Address  before  the  Chamber  of  Commerce  Of  the  United  States. 
The  Nation's  Business,  4y2  pages,  February  16,  1914,  p.  15. 

This  holds  that  competition  to  regulate  prices  has  broken  down,  because  of  the 
economic  gains  of  magnitude,  and  the  other  "simply  enormous  advantages" 
which  come  from  cooperation.  The  advantages  of  cooperative  working  of  public 
utility  companies,  under  regulating  commissions,  is  pointed  out.  It  is  said 
that  no  advantage  has  been  shown,  nor  is  likely  to  be  shown  from  dissolution 
of  public  utility  corporations  under  the  Sherman  Act,  which  are  already  under 
the  control  of  the  commissions,  state  and  national.  These  are  illustrated  by 
the  American  Telephone  and  Telegraph  Company,  the  Union  Pacific-Southern 
Pacific  merger,  etc.  On  the  contrary  there  is  every  likelihood  that  the  public  will 
suffer  from  dissolutions  of  organizations  of  this  class. 

92 — Economy  and  Efficiency. 

Fighting  for  Efficiency,  by  H.  F.  Hill.  Public  Service,  IV.  pages, 
March,  1914,  p.  81. 

This  gives,  an  account  of  the  ways  and  means  by  which  the  Chicago  Telephone 
Co.  endeavors  to  make  its  service  constantly  more  efficient.  There  is  a  detailed 
description  of  the  various  processes  of  the*  service,  the  various  possibilities  of 
error,  and  the  means  taken  to  avoid  them.  The  statement  is  made  that  the 
company  would  be  glad  to  have  suggestions  as  to  what  it  can  do  to  further 
improve  the  efficiency  of  its  working  force.  It  invites  the  co-operation  not 
only  of  the  public  but  of  the  municipal  complaint  bureau.  It  is  said  that  it 
is  impossible  that  prompt  and  perfect  service  should  be  of  more  importance  to 
any  of  the  subscribers  than  it  is  to  the  Chicago  Telephone  Company. 

COURT  DECISION  REFERENCES. 

243— Orders. 

Colonial  Power  &  Light  Co.  v.  Creaser  et  al.  Suit  to  Set  Aside 
an  Order  of  the  Public  Service  Commission    Establishing  Crossings 
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for  the  Construction  of  a  Transmission  Line  Over  the  Land  of  De- 
fendants. Decision  of  the  Supreme  Court  of  Vermont  Declaring 
the  Order  Invalid.    February  6,  1914.    89  Atlantic  472. 

"Only  one  of  the  three  commissioners  who  heard  this  case  was  in  office  when 
the  decision  was  made,  and  the  commissioner  who  made  up  the  quorum  which 
rendered  judgment  was  not  a  member  of  the  body  when  the  case  was  heard. 
The  judgment  rendered  was  invalid.  .  .  .  In  imposing  this  burden  upon  private 
property  for  a  public  purpose,  the  Commission  was  exercising  a  judicial  func- 
tion. Due  process  of  law,  as  well  as  the  terms  of  the  provision  under  which 
the  proceeding  was  had,  required  that  there  be  hearing  before  decision.  Acts 
1908  No.  116  §  13.  A  function  which  embraces  hearing  and  decision  is  not  a 
divisible  duty.  The  hearing  cannot  be  had  by  one  part  of  the  Commission,  and 
the  decision  be  made  by  another  part.  It  is  not  enough  that  the  whole  process 
is  carried  through  within  the  Commission  as  a  collective  and  continuing  body. 
The  determination  of  a  board  of  triers  is  the  aggregate  result  of  individual 
findings  and  conclusions,  and  there  must  be  in  both  stages  of  the  proceeding 
identity  of  individuals  as  well  as  the  requisite  number." 

228 — Franchises. 

Wisconsin  Traction,  Light,  Heat  &  Power  Company  v.  City  of 
Menasha.  Decision  of  the  Supreme  Court  op  Wisconsin.  February 
3,  1914.     145  Northwestern  231. 

The  situation  in  this  case,  and  a  reference  to  this  decision  of  this  court,  was 
given  in  4  Rate  Research  309  and  310.  The  decision  says:  "Where  a  city 
builds  a  plant  adequate  only  for'  the  purpose  of  doing  its  own  lighting,  but 
intends  to  enter  another  field  of  operation  in  the  indefinite  future,  we  do  not 
think  it  can  reasonably  be  said  that,  becausevof  such  intention,  and  because 
a  small  portion  of  the  equipment  in  use  may  also  be  useful  in  the  new 
operation,  it  is  in  fact  engaged  in  such  new  operation.  We  cannot  escape  the 
conclusion  that  prior  to  July  8,  1911,  the  city  had  built  and  was  operating. a 
plant  to  do  its  own  lighting,  and  that  thereafter  it  provided  the  necessary  funds 
and  proceeded  in  its  proprietary  capacity  to  provide  a  plant  to  furnish  com- 
mercial lighting,  and  that,  in  doing  so  without  a  certificate  of  convenience  and 
necessity  from  the  Railroad  Commission,  it  was  constructing  and  equipping 
a  commercial  lighting  plant  in  violation  of  section  1797m  74-3,  because  there 
was  already  a  public  utility  operating  such  a  plant  in  the  city  under  an 
indeterminate  permit." 

129.3— Refusal  of  Service. 

Harrison  v.  Birmingham  Water  Works  Company.  Decision  of  the 
Court  of  Appeals  of  Alabama.  December  16,  1913.  64  Southern 
164. 

Various  customers  owned  in  common  a  service  line  connecting  their  respective 
branches  with  the  main  line  of  the  water  company.  A  leak  appearing  in  certain 
of  the  individual  branches,  the  company  cut  off  the  service  of  all  customers 
connected  on  the  common  service  line.  The  court  upholds  the  company  in  this 
saying:  "Each  separate  owner  of  a  branch  from  the  common  line  jointly 
owned  by  them  all  stands  sponsor,  so  far  as  the  waterworks  company  is  concerned, 
in  the  absence  of  a  stipulation  to  the  contrary  or  conditions  from  which  it  would 
be  implied,  not  only  for  the  keeping  in  necessary  repair  of  the  common  line, 
but  for  the  keeping  in  repair  each  branch  thereof,  at  least  to  the  extent  of 
avoiding  the  creation  or  maintenance  of  a  nuisance  on  such  branch  by  the 
water  which  comes  into  it  through  the  common  line.  If  such  branch  is  out  of 
repair  to  this  extent,  certainly,  it  seems  to  us,  no  one  of  the  joint  owners  of 
the  common  service  line — although  his  own  branch  and  the  common  line  be 
in    repair,    and    although    as    between    such    owners    each   be    individually    under 
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duty  to  keep  his  branch  in  repair — can  complain  of  the  cutting  off  of  his  water 
by  the  water  company  when  that  is  the  only  means  within  its  control  of  preventing 
a  nuisance.  .  .  .  The  same  principles,  we  think,  are  applicable  to  several 
tenants  who  severally  rent  from  one  landlord  separate  houses,  all  on  one  service 
line,  but  with  separate  branches  to  each  house." 

112 — Franchises. 

Town  op  Castle  Rock  v.  Furth  et  al.  Decision  of  the  Supreme 
Court  of  Washington.     February  6,  1914.     138  Pacific  317. 

In  this  case  the  town  of  Castle  Rock  seeks  to  recover  damages  from  two  men, 
who  after  having  received  an  electric  light  franchise  and  given  bond,  did  not 
construct  the  electric  lighting  plant  as  was  required.  Upon  the  day  after  the 
expiration  of  the  franchise  the  city  entered  into  contract  with  another  company 
for  electric  service,  and  began  this  suit  asking  to  have  its  damage  measured 
by  the  difference  between  the  maximum  amount  it  would  have  been  required 
to  pay  for  electric  service  under  the  original  franchise,  and  the  considerably 
higher  amount  which  it  was  required  to  pay  under  the  second.  The  Court 
adopts  this  measure  of  damage. 

138— Contracts. 

Butte  Water  Company  v.  City  of  Butte.  Decision  of  the  Supreme 
Court  of  Montana,  January  16,  1911.     138  Pacific  195. 

This  is  concerned  with  the  interpretation  of  a  contract  under  which  the  company 
furnished  water  to  the  city  for  various  purposes.  The  company  contended 
that  the  city  owed  it  $11,454  for  various  services  including  among  other  items 
$242  for  setting  two  hydrants  in  September,  1911,  and  laying  a  certain  water 
main  in  October,  1911,  and  $8,464.50  for  fire  hydrant  service.  The  city  resisted 
payment  on  all  the  items  of  charge  except  the  $8,464.50  for  fire  hydrant  service. 
The  Court  holds  that  the  city  must  pay  the  entire  amount  to  the  company  with 
exception  of  the  $242.00  above  mentioned  which  according  to  contract  must  be 
furnished  free. 

224 — Rate  Regulation. 

In  Re  Intrastate  Express  Rates.  Decision  of  the  Supreme  Court 
of  Oklahoma.  October  7,  1913.  On  Rehearing,  January  13,  1914. 
138  Pacific  382. 

This  upholds  an  order  of  the  Oklahoma  Corporation  Commission  fixing  intra- 
state express  rates.  The  decision  says:  In  the  Midland  Valley  Railway  Com- 
pany Case,  104  Pacific  1087,  "we  announced  the  rule  that  the  Commission  in 
fixing  rates  wherever  it  was  practical  should  receive  evidence  upon  all  issues  or 
theories  upon  which  the  order  might  be  justified.  When  such  is  done  and 
upon  any  reasonable  theory  there  is  evidence  before  the  commission  to  sustain 
the  order,  and  there  is  not  evidence  in  the  record  to  overcome  and  destroy 
the  supporting  evidence,  the  order  must  stand  before  this  court,  because  on 
review  here  the  order  of  the  Commission,  if  there  is  any  evidence  to  sustain  it. 
is  prima  facie  reasonable  and  just.  This  is  a  direct  proceeding  by  appeal  in  a 
legislative  way  to  review  the  action  of  the  Commission,  but  certain  limitations 
are  placed  upon  this  court  in  the  exercise  of  the  power  of  review.  That  is  that 
the  order  of  the  Commission  is  prima  facie  just  and  reasonable,  and  the  burden 
is  upon  the  party  assailing  the  same  to  destroy,  and  not  only  overcome  that 
presumption  but  also  by  evidence  to  show  that  the  order  is  erroneous  or  unjust 
and  unreasonable.  .  .  .  [We]  think  that  the  record  shows  that  the  Com- 
mission has  considered  this  case  on  all  theories,  not  only  on  the  comparison 
of  rate  theory,  but  also  on  the  adequate  return  on  investment  theory,  notwith- 
standing the  difficulty  presented  as  to  the  separation  of  interstate  and  intrastate 
business  and  expenses,  etc." 
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For   statement  of  facts  and  opinions   contained  in   papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATES 
UTAH  POWER  &  LIGHT  COMPANY 

72— Rate  Schedules. 

The  Utah  Power  &  Light  Company  has  put  into  effect  in  its  Idaho 
territory,  the  following  schedule,  effective  March  1,  1914. 

LIGHTING— METER  RATE. 

Rate. 

10  cents  per  kilowatt-hour  for  the  first  60  hours'  use  per  month  of  customer's 

demand. 

7  cents  per  kilowatt-hour  for  all  additional  hours'  use  per  month  of  customer's 

demand. 

Determination  of  Demand. 

Customer's  demand  in  the  above  shall  be  calculated  as  a  percentage  of  the  con- 
nected lighting  load  in  accordance  with  the  following  classification: 

Class  1.  Any  customer  with  less  than  five  interior  lights;  also  sign  and 
outline  lighting,  displays,  windows,  hallways  and  public  lights  of  buildings 
(these  are  figured  separately  from  the  balance  of  the  installation),  100  per  cent. 

Class  2.  Art  stores,  banks,  barber  shops,  bakeries,  book  stores,  bowling 
alleys,  cafes,  cigar  stores,  clothing  stores,  clubs,  coffee  and  tea  stores,  com- 
mission houses,  confectionery  stores,  dance  halls,  department  stores,  dress- 
making and  millinery  stores,  drug  stores,  dry  goods  stores,  florists,  furniture 
stores,  furnishings  stores,  groceries,  hardware  stores,  hat  stores,  hotels  and 
rooming  houses,  lodge  halls,  meat  markets,  moving  picture  theatres,  pho- 
tographer's studios,  public  halls,  railroad  business,  restaurants,  saloons,  shoe 
shining  parlors,  shoe  stores,  telegraph  and  telephone  business,  theatres, 
wholesale  liquor  and  wine  stores,  general  stores,  85  per  cent. 

Class  3.  Apartment  houses,  automobile  stores  and  garages,  bicycle  and 
electrical  shops,  breweries,  business  offices,  churches,  cleaning  and  dyeing 
shops,  engraving  and  printing  shops,  express  companies,  hospitals,  jewelry 
stores,  laundries,  livery  stables  and  barns,  loan  offices,  manufactories,  machine, 
carpenter  and  blacksmith  shops,  music  and  piano  stores,  paint  shops,  pool  and 
billiard  halls,  public  buildings,  publishing  establishments,  residences,  schools, 
tailor  shops,  undertakers'  establishments,  warehouses,  wholesale  houses, 
70  per  cent. 

Prompt  Payment  Discount. 

A  discount  of  10  per  cent,  on  all  metered  bills  for  retail  lighting  and  retail  power 
service  will  be  given,  provided  such  bills  are  paid  in  full  on  or  before  10  days  from 
date  rendered;  and  provided  further  that  no  previous  bills  remain  unpaid.  Failure 
to  receive  bills  will  not  entitle  the  customer  to  discount. 

Minimum  Charge. 

A  minimum  monthly  charge  of  $1 .00  net  shall  apply. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 


388  4         Rate     Research 


Terms  and  Conditions. 

The  Company  will  furnish  the  necessary  meters  which  will  be  maintained  by  and 
remain  the  property  of  the  Company.  Any  meter  registering  within  2  per  cent, 
either  way  from  normal  is  to  be  considered  satisfactory.  If  the  Company's 
measuring  instruments  shall  fail  to  register,  the  account  for  the  period  during 
which  stoppage  occurred,  shall  be  made  up  and  settled  on  the  basis  of  previous 
days  of  like  use. 

Property  owners  will  ordinarily  not  be  required  to  make  any  meter  deposits 
covering  electrical  service  to  property  owned  and  occupied  by  them.  Customers 
occupying  rented  premises,  even  though  they  may  own  other  property,  will  be 
required  to  pay  a  deposit  covering  the  furnishings  of  electric  service  to  the  premises 
occupied,  on  the  basis  of  an  estimated  60  days'  bill;  it  being  understood,  however, 
that  for  residential  customers  said  deposit  shall  in  no  case  be  less  than  $2.50  nor 
greater  than  $5.00.  The  Company  will  pay  interest  on  meter  deposits  at  the 
rate  of  Sc}  per  annum. 

HEATING  AND  COOKING  METER  RATE. 

This  schedule  is  for  alternating  current  service  supplied  at  110,  220,  or  440  volts, 
for  heating  and  cooking  purposes  only,  and  measured  by  a  separate  meter. 

Rate. 

4  cents  per  kilowatt-hour  for  the  first  50  kilowatt-hours  of  monthly  consumption. 
3  cents  per  kilowatt-hour  for  all  additional  kilowatt-hours  of  monthly  consumption. 

Prompt  Payment  Discount. 

A  discount  of  10%  on  all  metered  bills  for  retail  lighting  and  retail  power  service 
will  be  given,  provided  such  bills  are  paid  in  full  on  or  before  10  days  from  date 
rendered;  and  provided  further  that  no  previous  bills  remain  unpaid.  Failure 
to  receive  bills  will  not  entitle  customer  to  discount. 

Minimum  Charge. 

A  minimum  monthly  charge  of  $2.00  net  shall  apply. 

Terms  and  Conditions. 

Same  as  in  Lighting — Meter  Rate. 

RETAIL  POWER—METER  RATE. 

This  schedule  is  for  alternating  current  service  supplied  for  power  purposes  only 
(including  irrigation),  for  installations  aggregating  50  horse-power  or  less,  and 
measured  by  a  single  meter. 

Rate. 

For  delivery  at  110,  220  or  440  volts. 

5  cents  per  kilowatt-hour  for  the  first  GO  hours'  use  per  month  of  customer's 
connected  load. 

3  cents  per  kilowatt-hour  for  all  additional  hours'  use  per  month  of  customer's 
connected  load. 

For  delivery  at  2300,  4000,  6600  or  11000  volts. 

4  cents  per  kilowatt-hour  for  the  first  60  hours'  use  per  month  of  customer's 
connected  load. 

2  cents  per  kilowatt-hour  for  all  additional  hours'  use  per  month  of  customer's 
connected  load. 

Prompt  Payment  Discount. 

A  discount  of  10  per  cent,  on  all  metered  bills  for  retail  lighting  and  retail  power 
service  will  be  given,  provided' such  bills  are  paid  in  full  on  or  before  10  days  from 
date  rendered,  and  provided  further  that  no  previous  bills  remain  unpaid.  Failure 
to  receive  bills  will  not  entitle  the  customer  to  discount. 
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Minimum  Charge. 

A  minimum  monthly  charge  of  $1.00  net  per  horse-power  of  connected  load  shall 
apply. 

Terms  and  Conditions. 

Same  as  in  Lighting — Meter  Rate. 

IRRIGATION  POWER -FLAT  RATE. 

This  schedule  is  for  alternating  current  service  supplied  for  irrigation  power  pur- 
poses only,  for  installations  aggregating  50  horse-power  or  less. 

Rate. 

For  delivery  at  110,  220  or  440  volts. 

$5.00  per  month  per  horse-power  of  customer's  connected  load. 

For  delivery  at  2300,  4000,  6600  or  11000  volts. 

$4.50  per  month  per  horse-power  of  customer's  connected  load. 

Prompt  Payment  Discount. 

A  discount  of  10  per  cent,  on  all  metered  bills  for  retail  lighting  and  retail  power 
service  will  be  given,  provided  such  bills  are  paid  in  full  on  or  before  10  days  from 
date  rendered;  and  provided  further  that  no  previous  bills  shall  remain  unpaid. 
Failure  to  receive  bills  will  not  entitle  customers  to  receive  discount. 

Term. 

Charges  shall  continue  as  long  as  customer's  apparatus  is  connected  to  Company's 
line  or  until  Company  receives  written  notice  to  disconnect. 

This  schedule  is  for  a  minimum  period  of  three  consecutive  months  per  season. 

Terms  and  Conditions. 

Same  as  in  Lighting — Meter  Rate. 

WHOLESALE  POWER— METER  RATE. 

This  schedule  is  for  alternating  current  service  supplied  for  power  purposes  only 
(including  irrigation)  for  installations  aggregating  more  than  50  horse-power  and 
measured  by  a  single  meter  of  each  kind  needed. 

Rate. 

For  delivery  at  110,  220  or  440  volts. 

Demand  Charge. 

$1,333  Per  month  per  kilowatt  of  customer's  demand. 

Energy  Charge. 

1.8  cents  per  kilowatt-hour. 

For  delivery  at  2300,  4000,  6600  or  11000  volts. 

Demand  Charge. 

$1.33|  Per  month  per  kilowatt  of  customer's  demand. 

Energy  Charge. 

1.5  cents  per  kilowatt-hour. 

For  delivery  at  44000  volts. 

Demand  Charge. 

$1.33!  Per  month  per  kilowatt  of  customer's  demand. 

Energy  Charge. 

1.3  cents  per  kilowatt-hour. 
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Determination  of  Demand. 

Customer's  demand  in  the  above  shall  be  determined  by  periodic  tests,  or  by 
suitable  permanent  meters,  or  in  any  other  mutually  satisfactory  manner. 

Discounts. 

The  following  quantity  discounts  on  the  total  monthly  bill  shall  apply: 

First  $400  or  fractional  part  thereof Net 

Next  $400  "  "  "  "       15% 

"      $400  "  "  "  "       : 30% 

All  in  excess  of  $1200 45% 

Minimum  Charge. 

A  minimum  monthly  charge  of  $1.00  net  per  horse-power  of  connected  load  shall 
apply. 

COMMISSION  DECISIONS 

MONTANA 

3 — Investment  and  Return. 

Complainants  vs.  The  Helena  Light  and  Railway  Company,  Alleg- 
ing Excessive  and  Discriminatory  Rates.  Decision  of  the  Montana 
Public  Service  Commission,  Fixing  Rates  for  Electric  Lighting 
Service.     November  3,  1913. 

The  defendant  company  is  a  joint  utility  operating  electric,  gas  and 
street  railway  properties  in  the  city  of  Helena,  Complaint  was  made 
that  the  rates  and  practices  of  the  electric  utility  were  unreasonable 
and  discriminatory.  A  valuation  of  the  property  of  the  electric  utility 
was  made  and  the  rates  for  electric  service  were  revised  by  the  Commis- 
sion (for  rate  schedules,  see  4  Rate  Research  179). 

224.2— Contracts. 

In  addition  to  the  regular  schedules,  it  was  found  that  there  were 
in  effect  various  special  rates  covered  by  contract  and  otherwise, 
lower  than  these  schedules,  which  complainants  averred  operated  to 
the  detriment  of  the  general  cause,  and  forced  the  necessity  of  higher 
rates  upon  other  consumers  who  were  not  favored.  Section  12, 
Chapter  52,  Laws  of  1913,  however,  prohibits  this  Commission  from 
taking  such  action  as  would  "have  the  effect  of  suspending,  re- 
scinding, invalidating,  or  in  any  way  affecting  existing  contracts." 

36— Depreciation . 

The  Commission  estimated  the  cost  of  the  reproduction  new  of  the 
physical  property  of  the  electric  utility  to  be  $250,000. 

Whether  or  not  the  valuation  thus  obtained  is  subject  to  depre- 
ciation, and,  if  so,  to  what  extent,  is  a  matter  of  expert  opinion, 
depending  upon  the  amount  expended  for  maintenance,  renewals, 
and  permanent  improvement  work;  the  period  during  which  such 
amounts  were  expended,  and  in  general,  the  "state  of  repair"  of  the 
property.  It  will  be  obvious  that  there  can  be  no  fixed  percentage 
of  depreciation  applicable  to  a  utility  that  had  been  "kept  up"  from 
year  to  year  by  constant  effort,  and  the  purchase  of  improved  devices, 
as  compared  with  one  that  had  been  allowed  to  deteriorate  through 
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neglect,  hence  the  principle  of  an  arbitrarily  established  measure  of 
depreciation  is  untenable. 

Assuming  that  rates  were  being  made  for  a  new  plant,  it  would  be  the 
the  total  capital  that  must  be  considered  as  entitled  to  bear  interest, 
as  there  would  be  no  accrued  depreciation.  Depreciation  is  a 
liability  against  the  property,  which  must  be  accounted  for,  but  in 
making  allowance  for  future  depreciation,  which  it  is  assumed,  has 
been  taken  care  of.  To  simplify  the  matter,  let  us  assume  that  an 
investment  is  made  in  1903  of  $100,000  under  a  twenty-year  franchise, 
rate  of  interest  allowable  10%  per  annum,  and  figuring  5%  per 
annum  depreciation.  At  the  end  of  ten  years,  or  in  1913,  the  prop- 
erty will  have  depreciated  $50,000  and  has  a  remaining  value  of  a 
like  amount.  Then,  if  rates  are  made,  based  on  the  depreciated 
value,  they  must  be  one-half  of  the  original  rates,  although  the 
service  may  be  just  as  efficient  as  it  ever  was,  and  in  ten  years  more, 
the  physical  value  of  the  plant  would  be  nil,  and  likewise  upon  the 
same  basis  of  reasoning,  the  utility  would  not  be  permitted  to  charge 
anything. 

IDAHO 

132 — Protection  from  Competition. 

Great  Shoshone  and  Twin  Falls  Water  Company  v.  Idaho  Power 
and  Light  Company,  Alleging  that  the  Defendant  is  Preparing  to 
Render  Competing  Service  in  Twin  Falls  without  Having  Obtained 
a  Certificate  of  Convenience  and  Necessity.  Decision  of  the  Idaho 
Public  Utilities  Commission,  Ordering  the  Defendant  to  Desist  from 
the  Construction  of  its  Svstem  to  Serve  Such  Territory.  Februarv 
18,1914. 

The  petitioner  is  engaged  in  supply  electrical  energy  in  Twin  Falls 
in  which  city  the  defendant  is  preparing  to  furnish  competitive 
service  without  having  secured  a  certificate  of  public  convenience  and 
necessity  from  the  Commission.  The  defendant  claims  the  right  to 
do  this  under  the  provision  of  the  Public  Utilities  Law  which  reads  as 
follows : 

Provided,  That  when  the  Commission  shall  find,  after  hearing  that 
a  public  utility  has  heretofore  begun  actual  construction  work  and 
is  prosecuting  such  work  in  good  faith,  uninterruptedly  and  with 
reasonable  diligence  in  proportion  to  the  magnitude  of  the  under- 
taking, under  any  franchise  or  permit  heretofore  granted  but  not 
heretofore  actually  exercised,  such  public  utility  may  proceed,  to 
the  completion  of  such  work,  and  may,  after  such  completion,  ex- 
ercise such  right  or  privilege.     .     .     . 

The  defendant,  successor  to  the  Beaver  River  Power  Company,  ob- 
tained the  land  rights  and  water  permits  under  which  they  had  the 
right  to  divert  and  use  certain  of  the  waters  of  the  Malad  River  for 
the  development  of  power  by  means  of  which  it  was  intended  to  fur- 
nish electrical  current  to  the  citizens  of  Southern  Idaho  within  a  rea- 
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sonable  radius  including,  among  others,  the  city  of  Twin  Falls.  Con- 
struction under  such  permits  was  begun  prior  to  the  enactment  of 
the  Public  Utilities  Law,  and  the  company  has  prosecuted  the  work 
"in  good  faith  uninterruptedly  and  with  reasonable  diligence  in  pro- 
portion to  the  magnitude  of  the  undertaking." 

The  Commission  points  out,  however,  that  the  franchise  from  the  city 
of  Twin  Falls  had  not  been  accepted  by  the  company  and  construc- 
tion work  under  such  franchise  had  not  been  begun  prior  to  the  date 
the  Public  Utilities  Law  became  effective.  The  city  had  passed  the 
ordinance,  but  the  company  did  not  give  a  written  notice  of  its  accept- 
ance until  some  time  after  the  date  of  the  effectiveness  of  the  statute 
in  question. 

We  think  it  will  be  conceded  that  until  an  ordinance  is  accepted 
by  the  grantee,  either  in  writing  or  by  some  act  from  which  such 
acceptance  is  implied,  the  mere  granting  of  the  franchise  by  such 
ordinance  is  really  a  license  wiiich  the  grantor  may  revoke  at  its 
pleasure.  .  .  .  This  being  the  case,  how  can  it  be  said  that  the 
defendant  had  obtained  vested  rights?     .     .     . 

The  defendant  further  contended  that  it  had  the  right  to  proceed 
with  the  construction  under  the  provision  in  section  48  (a),  which 
says: 

"that  power  companies  may  without  such  certificate  increase  the 
capacity  of  existing  generating  plants,  or  develop  new  generating 
plants  and  market  the  products  thereof."  This  Commission 
has  heretofore  construed  this  clause  of  the  statute  in  the  matter  of 
the  application  of  Ashton  and  St.  Anthony  Power  Company  for 
certificate  of  public  convenience  and  necessity,  decided  the  12th 
day  of  November,  1913  ...  (4  Rate  Research  132),  and  the 
Commission  have  not  changed  their  views  respecting  the  same.  .  .  . 

As  to  the  w eight  of  the  company's  contention  that  it  had  begun  actual 
construction  work  and  continued  in  good  faith  the  Commission  says : 

The  stipulation  really  shows  that  the  work  was  begun  years  prior 
to  the  Twin  Falls  Franchise  and  during  the  time  the  work  was 
going  on  diligently  and  uninterruptedly  the  franchise  was  obtained. 
Does  this  condition  justify  us  in  holding  that  the  operations  of  the 
defendant,  and  its  predecessor  in  interest  bring  it  within  the  clause 
of  the  statute  above  quoted  and  relied  on  by  counsel  for  the  de- 
fendant? The  statute  was  evidently  intended  to  protect  the  rights 
of  those  who  had  procured  a  franchise  prior  to  the  enactment  of 
the  statute  and  under  said  franchise  had  begun  actual  construction 
work  and  was  prosecuting  it  in  good  faith.  .  .  .  The  Statute 
by  its  terms,  avoids  any  controversy  arising  with  reference  to  what 
persons  or  corporations  might  claim  as  their  field  of  operations 
contemplated  when  the  work  was  begun,  by  requiring  the  franchise 
to  be  obtained.  We  cannot  avoid  the  conclusion  that  we  have  here- 
tofore reached  as  to  the  pin-pose  of  this  statute,  that  it  was  enacted 
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to  avoid  duplication  of  power  plants  in  fields  where  the  necessity 
for  such  duplication  does  not  exist,  thereby  avoiding  what  is 
termed  economic  waste,  and  such  being  the  case,  by  the  terms  of 
the  statute  only  a  limited  latitude  is  given  to  such  public  service 
corporations  when  attempting  to  enter  the  field  already  served  by 
another  public  utility.  If  such  public  utility  desires  to  enter  such 
field  already  served,  it.  must,  apply  to  the  Commission  for  certifi- 
cate that  public  convenience  and  necessity  require  such  service,  and 
it  can  only  enter  such  field  after  a  hearing  has  been  had  before  the 
Commission  and  the  Commission  finds  that  it  had  prior  to  the  time 
the  statute  became  effective  begun  actual  construction  work  and 
was  prosecuting  such  work  in  good  faith,  uninterruptedly  and  with 
reasonable  diligence  under  a  franchise  granted  it  before  the  statute 
took  effect. 

The  defendant  is  ordered  to  immediately  desist  and  refrain  from  fur- 
ther constructing  any  equipment  for  the  purpose  of  furnishing  elec- 
trical energy  in  Twin  Falls  and  to  refrain  from  furnishing  electrical 
energy  for  any  purpose  within  the  city. 

IDAHO 

132 — Protection  from  Competition. 

Southern  Idaho  Water  Power  Company  v.  Beaver  Dam  .Power 
Company.  Alleging  that  Defendant  is  Preparing  to  Render  Compet- 
ing Service  in  the  City  of  Pocatello  Without  having  Obtained  a  Cer- 
tificate of  Public  Convenience  and  Necessity.  Decision  of  the  Idaho 
Public  Service  Commission,  Ordering  Defendant  to  Desist  from  the 
Construction  of  its  Svstem  to  Serve  Such  Territorv.  Februarv  18, 
1914. 

The  facts  in  the  case  are  similar  to  those  of  the  Great  Shoshone  and 
Twin  Falls  Water  Power  Company  case  which  is  reported  above.  The 
conclusions  of  law  in  regard  to  the  right  to  furnish  competing  service 
in  Twin  Falls  are  made  a  part  of  this  case  also  and  the  defendant 
is  ordered  to  desist  from  constructing  its  equipment  in  Pocatello  and 
from  furnishing  competing  service  in  this  city. 

NEW  JERSEY 

226.2 — Extension  of  Service. 

Complaint  vs.  Public  Service  Gas  Service,  Asking  for  Extension 
of  Service  into  the  Locality  of  Dundee  Lake,  Saddle  River  Township. 
Decision  of  the  New  Jersey  Board  of  Public  Utility  Commissioners, 
Fixing  Terms  and  Conditions  for  Such  Extension.     December  30,  1913. 

A  number  of  requests  for  extensions  of  service  were  before  the  Board 
and  a  general  hearing  was  held  to  devise  if  possible  some  general  rule 
by  which  all  petitions  for  extensions  of  utility  service  might  be  gauged. 

To  this  inquiry  representatives  of  various  public  utilities  were  invited 
and  explained  to  the  Board  their  respective  practices  in  acting  upon 
requests  for  extensions.     The  Board  is  unable  to  devise  any  formula 
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or  general  rule  capable  of  being  applied  universally  to  petitions  for 
the  extension  of  utility  service. 

The  decision  says  that,  since  this  case  may  set  a  precedent  for  similar 
cases  in  the  future,  the  Board  deems  it  advisable  to  indicate  the  general 
principles  which  should  control  in  these  cases. 

Under  the  Public  Utility  Act  (Ch.  195,  P.  L.  1911),  the  Board  is 
given  power,  after  hearing,  upon  notice,  by  order  in  writing,  to 
require  a  public  utility: 

"To  establish,  construct,  maintain  and  operate  any  reasonable 
extension  of  its  existing  facilities,  where  in  the  judgment  of  said 
Board  such  extension  is  reasonable  and  practicable  and  will  furnish 
sufficient  business  to  justify  the  construction  and  maintenance  of  the 
same,  and  where  the  financial  condition  of  the  said  public  utility 
reasonably  warrants  the  original  expenditure  required  in  making 
and  operating  such  extension." 

It  appears  that  before  the  Board  is  warranted  in  ordering  an  extension 
under  the  section  of  the  act  cited  above,  the  Board  must  be  reasonably 
certain  that  the  net  profit  to  accrue  from  the  extension  will  be 
sufficient  to  warrant  the  outlay  required. 

It  is  also  evident  that  the  prospect  of  profit  which  would  justify  the 
Board  in  ordering  an  extension  must  be  more  clear  and  unmistakable 
than  the  chance  of  profit  which  might  warrant  a  public  utility  at 
its  own  risk  and  on  its  own  initiative  in  extending  into  a  similar 
territory  hitherto  unsupplied.      .     .     . 

These  considerations  apply,  of  course,  to  cases  where  the  Board  is 
petitioned  to  order  extensions  under  the  section  of  the  statute  cited 
above.  Under  other  circumstances  such  as  may  exist  where  as  a 
condition  of  its  secondary  franchises  a  public  utility  is  obligated  to 
supply  a  certain  territory,  extensions  not  promising  profit  may  be 
ordered,  by  the  Board  under  its  power  to  make  utilities  comply  with 
municipal  ordinances  relating  thereto.  P.  L.  1911,  Ch.  195,  II, 
17  (a).  And  similarly  extensions  not  promising  profit  might  be 
required  by  the  Board  s  order  where  the  extension  is  indispensable 
in  order  that  the  public  utility  may  furnish  ''safe,  adequate  and  proper 
service."     P.  L.  1911,  Ch.  195,  II,  17  (b). 

The  case  before  us,  however,  rests  wholly,  so  far  as  the  evidence 
shows,  upon  the  comparative  outlay  involved,  the  increase  in  business 
therefrom  likely  to  result,  and  the  net  profit  to  accrue. 

The  Board  made  an  investigation  of  the  probable  cost  of  the  proposed 
extension  and  the  probable  revenue  to  be  obtained. 

34 — Rate  of  Return. 

The  counsel  for  the  company  (Minutes,  p.  39),  made  the  statement 
that  if  the  company  could  be  assured  that  for  five  years  it  would 
obtain  a  net  return  of  6  per  cent.,  the  extension  would  be  made.  His 
proffer  was  made,  however,  on  the  company's  basis  of  estimate, 
and  this  Board  is  not  able  to  order  an  extension  on  a  basis  of  less  than 
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8  per  cent.  To  do  so  would  mean  that  our  determination  that  8  per 
cent,  is  not  an  unfair  return  would  be  upset,  if  on  the  margin  of 
present  supply  the  company  should  be  required  to  accept  a  less  return, 
and  thus  dilute  the  8  per  cent,  calculated  on  its  entire  business. 

In  conclusion  the  Board  says: 

Upon  the  facts  as  disclosed  in  this  hearing,  the  Board  stands  ready 
to  order  the  company  to  extend  its  service  to  the  Dundee  Lake 
section,  provided  the  petitioners  will  certify  to  us  that  they  have 
furnished  bond  or  sufficient  surety  that  they  will  pay  to  the  company 
for  each  of  the  next  five  years  three  hundred  and  eighty  dollars  per 
annum,  or  such  part  thereof  as  shall  be  necessary,  in  addition  to  the 
revenue  received  by  the  company  for  gas  furnished  to  said  section, 
to  accord  a  return  of  8  per  cent,  on  the  plant  investment  and  other 
costs  as  calculated  by  the  methods  approved  herein.  With  a  uniform 
rate  for  gas,  or  any  other  service  accorded  by  a  public  utility,  such  a 
guarantee  is  apparently  the  only  feasible  means  for  hastening  the 
introduction  of  the  service  into  a  section  where  the  prospect  of 
sufficient  profit  is  not  apparent. 

REFERENCES 
RATES 

41 — Cost  of  Service. 

The  Cost  op  Electricity  at  the  Source,  by  H.  M.  Hobart,  Abstract 
of  a  Paper  Head  Before  the  American  Institute  of  Electrical  En- 
gineers, February  26,  1914.  Electrical  World,  Article,  Discussion, 
and  Editorial,  2%  pages,  March  7,  1914,  p.  537  and  p.  518. 

By  employing  the  Stott-Gorsuch  method,  Mr.  Hobart  showed  that  three-phase 
energy  can  be  delivered  to  outgoing  cables  at  from  0.91  cent  to  0.41  cent  per 
kw.  hr.  from  a  100,000-kw.  sixty-cycle  generating  station  operating  at  0.5  load- 
factor  with  coal  costing  from  $5  to  50  cents  per  ton.  Curves  accompanying  the 
paper  indicate  at  a  glance  the  relation  between  the  load-factor,  cost  of  coal 
and  cost  of  delivering  electricity  to  outgoing  cables.  These  curves  are  plotted 
on  the  assumption  that  the  total  investment  in  the  plant  per  kilowatt  is 
only  $35.  For  water-power  plants  where  there  is  no  charge  for  water  fuel 
may  be  considered  as  negligible  in  cost.  A  method  was  indicated  for  tracing 
the  increase  of  cost  of  electricity  at  later  stages  of  its  journey  from  the  orig- 
inal source  to  the  ultimate  consumer. 

In  the  discussion  the  opinion  was  generally  expressed  that  too  low  values  had 
been  assumed  in  determining  the  cost  of  generating  electrical  energy.  It  was 
also  stated  that  this  paper  might  be  detrimental  to  the  electrical  industry  as 
A.  I.  E.  E.  proceedings  are  often  quoted  as  evidence  in  court  proceedings  con- 
cerning equitable  rates  to  be  charged  for  electric  service.  Moreover,  there  will 
be  a  tendency  for  municipal  bodies  to  conclude  from  this  A.  I.  E.  E.  paper  that 
all  plants  can  be  built  for  $35  per  kw.  installed,  and  the  low  cost  of  generat- 
ing energy  will  be  looked  upon  as  the  price  at  which  energy  can  be  delivered 
to  customers'  premises. 

The  editorial  states  that  it  is  quite  certain  that  the  costs  stated  by  Mr.  Hobart 
are  lower  than  there  is  a  reasonable  chance  of  obtaining  in  practice  in  any 
concrete  instance.  In  other  words,  the  author's  values  are  irreducible  minima 
requiring    a   highly    improbable    combination    of    favorable    circumstances.      It    is 
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said  that  the  chief  criticism  would  be  that  Mr.  Hobart's  minimum  first  cost  is 
too  low  for  practical  conditions  and  that  his  load-factors,  on  which  the  ex- 
tremely low  costs  are  estimated,  run  to  a  range  quite  too  high  for  ordinary 
practice. 

INVESTMENT  AND  RETURN 

311— Basis  of  Valuation. 

Fair  Value  for  Rate  Purposes,  by  Robert  H.  Whitten.  Reprinted 
from  the  Harvard  Law  Review,  Vol.  XXVII,  No.  5.  Pamphlet,  18 
pages. 

This  draws  attention  to  the  general  and  indefinite  character  of  the  findings  of  the 
United  States  Supreme  Court  on  the  question  of  valuation  for  the  purpose  of  rate 
making.  It  is  pointed  out  that  those  who  realize  the  complexity  of  the  problem 
are  agreed  that  it  is  fortunate  that  the  courts,  and  particularly  the  United  States 
Supreme  Court,  has  not  attempted  as  yet  a  more  illuminating  definition  of  "fair 
values."  It  is  recognized  that  the  entire  problem  is  in  a  developmental  stage, 
and  that  there  is  danger  of  creating  precedents  that  may  compromise  future 
action  when  the  entire  problem  has  been  more  fully  disclosed.  There  is  an  analysis 
and  comparison  of  the  various  methods  of  determination  of  the  value  of  public 
utility  properties  for  rate  making  purposes.  The  statement  is  made  that  the 
determination  of  a  standard  of  value  applicable  to  existing  investments  will  be 
worked  out,  if  at  all,  by  the  slow  and  piecemeal  process  of  court  decision  in 
numerous  cases.  The  final  answer  can  only  be  given  by  the  Supreme  Court  of  the 
United  States.  It  would  seem,  however,  that  as  to  the  future,  legislative  bodies 
and  commissions  might  at  once  adopt  a  standard.  This  standard  would  apply  to 
future  investments  and  to  future  fluctuations  in  existing  investments.  If  normal 
actual  capital  cost  were  adopted  as  the  rule  for  the  future,  accounting  methods 
and  rate  regulation  would  be  much  simplified  and  the  relations  between  the  utilities 
and  the  public  placed  on  a  much  more  equitable  and  dependable  basis.  The 
adoption  of  this  as  the  normal  standard  for  approximately  located  and  successful 
enterprises  would  not  mean  that  exceptional  efficiency  shown  in  the  construction 
or  operation  of  an  enterprise  could  not  be  properly  rewarded,  or,  on  the  other  hand, 
that  exceptional  inefficiency  could  not  be  penalized.  Such  reward  or  penalty, 
however,  is  more  properly  reflected  in  the  rate  of  return  allowed. 

311 — Basis  of  Valuation. 

Reproduction  Versus  Depreciated  Value,  Editorial,  Electrical 
Review,  March  14,  1914,  p.  512. 

This  comments  on  the  fact  that  in  rate  cases,  the  determination  of  what  is  the 
fair  value  of  the  property  is  the  difficult  part  of  the  case.  It  is  said  that  an  il- 
luminating discussion  of  this  question  forms  a  part  of  the  proceedings  of  the 
Haverhill  (Mass.),  Gas  Light  Company  vs.  Barker,  et  al,  before  a  master  in  de- 
fense of  the  existing  rate  schedule  against  an  order  of  the  Massachusetts  Gas 
and  Electric  Light  Commission,  reducing  the  company's  price.  There  is  a 
discussion  of  the  reasons  why  the  reproduction  rather  than  depreciated  value 
is  the  proper  basis  upon  which  to  adjudicate  rates. 

36 — Depreciation. 

Accounting  for  Depreciation.  Editorial,  Electrical  Railway  Journal, 
March  7,  1914,  p.  507. 

This  comments  on  the  fact  that  the  inspection  of  a  number  of  recent  electric  rail- 
way reports  does  not  show  any  provision  for  accounting  for  depreciation,  although 
depreciation  is  just  as  positive  a  charge  against  the  property  as  any  other.  The 
statement  is  made  that  the  average  electric  railway  official  should  now  know  that 
depreciation  in  theory  means  the  decrease  in  value  of  an  asset  due  to  deterioration 


Rate     Research  397 


through  the  lapse  of  time,  wear  and  tear,  inadequacy  or  obsolescence.  He  should 
also  know  that  depreciation,  having  theoretically  to  do  with  the  ultimate  dete- 
rioration of  the  whole  property,  is  something  more  than  the  ordinary  maintenance 
expenses  needed  to  keep  the  property  in  good  current  operating  condition.  He 
should  then  appreciate  the  fact  that  depreciation  reserves  should  be  set  up  for  the 
purpose  of  spreading  the  cost  of  final  renewals  of  the  deteriorated  property  as 
equitably  as  possible  over  the  period  during  which  the  property  is  expected  to 
render  efficient  service.  Finally,  he  should  realize  that  the  income  from  operation 
during  a  period  should  pay  all  expenses,  taxes,  repairs  and  renewals  of  original  ami 
supplementary  investment  currently  made,  and  also  a  proportionate  cost  of  final 
renewals  and  replacements.  This  estimated  cost  of  future  or  final  renewals — 
depreciation  in  other  words— is  clearly  as  much  a  part  of  the  cost  of  operation  as 
the  expense  for  power  or  the  wages  of  the  train  crews,  and  if  it  is  not  included  in 
any  electric  railway  report  the  net  profits  are  incorrectly  stated. 

31— Valuation. 

The  Development  by  Commissions  of  the  Principles  of  Public 
Utility  Valuation,  by  Ralph  E.  Heilman.  The  Quarterly  Journal  of 
Economics,  22  pages,  February,  1914,  p.  269. 

This  states  that,  in  spite  of  the  indefiniteness  in  the  decisions  of  the  Supreme 
Court,  there  are  being  developed  in  the  United  States  at  the  present  time  well 
defined  precedents  and  usages  in  the  valuation  of  public  utilities  for  rate  making 
purposes.  Theories  of  valuation  are  being  developed  by  the  public  service  com- 
missions, to  whom  the  legislative  bodies  have  delegated  the  regulatory  powers. 
It  is  said  that  it  is  to  the  decisions  of  the  commission  which  regulate  rates  that 
one  must  look  for  the  development  of  theories  of  valuation,  in  their  intricate 
details  and  refinements.  There  is  a  comparison  of  some  of  the  principles  of  valua- 
tion for  rate  making  purposes  developed  by  some  of  the  leading  public  utility 
commissions  in  the  United  States.  Attention  is  drawn  to  the  fact  that  at  the 
present  time  there  are  few  principles  of  valuation  which  are  uniformly  applied 
by  all  the  commissions.  While  each  commission  regularly  applies  its  own  prin- 
ciples, the  principles  of  the  various  commissions  are  in  conflict.  Yet  the  utility 
companies,  since  the  movement  for  the  establishment  of  state  utility  commissions, 
which  really  began  in  1907,  have  shown  little  desire  to  appeal  from  the  decisions 
of  the  commissions  to  the  courts.  None  the  less,  it  is  probable  that  the  Supreme 
Court  will,  in  the  not  far  distant  future,  be  called  upon  to  definitely  decide  upon 
some  of  these  conflicting  theories  of  valuation. 

335 — Issues  of  Stocks  and  Bonds. 

Selling  Securities  Direct  to  the  Public,  Editorial,  Electric  Railway 
Journal,  March  7,  1914,  p.  507. 

This  comments  on  the  plan  whereby  the  third  avenue  railway  of  New  York 
will  offer  $4,000,000  of  bonds  directly  to  private  investors.  The  merits  of  the 
method  of  having  bonds  handled  by  bankers  are  discussed,  and  the  statement  made 
that  the  popular  objection  to  bankers'  commissions  is  not  always  or  even  often 
justifiable.  The  statement  is  made  that  if  investors  in  sufficient  numbers  would 
buy  public  utility  securities  over  the  local  company's  counter,  it  would  be  better 
for  all  concerned — except  the  bankers.  General  but  localized  distribution  of 
utility  securities  would  mean  a  degree  of  desirable  public  ownership  that  should 
both  directly  and  indirectly  bring  good  results.  It  might  in  some  cases  change 
local  opinion  as  to  the  profits  of  public  utility  operation,  but  that,  too.  would  be 
in  the  line  of  sound  public  education.  No  company,  however,  would  be  justified 
in  trying  the  experiment  of  a  direct  sale  of  securities  to  the  public  unless  it  was 
reasonably  certain  of  a  successful  outcome  of  the  attempt,  for  in  the  case  of  fail- 
ure it  would  have  only  a  discreditedjssue  with  which  to  go  to  the  despised  but 
very  useful  banker. 
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PUBLIC  SERVICE  REGULATION 

2 — Public  Utility  Regulation. 

State  Regulation  of  Utilities,  by  William  J.  Norton.  Electric 
Railway  Journal,  1}  pages,  March  14,  1914,  p.  586. 

This  states  that  the  Illinois  Public  Utility  Commission  Law,  in  spite  of  the  stress 
and  turmoil  under  which  it  was  adopted,  and  the  general  indifference  of  the  Legis- 
lature as  to  the  actual  wording  of  the  law,  is  a  well-balanced  and  efficient  piece  of 
legislation.  There  is  a  brief  outline  of  its  characteristics  and  of  its  points  of 
similarity  and  dissimilarity  as  compared  with  the  Laws  of  other  states.  There  is 
an  analysis  of  the  fundamental  points  involved  in  the  regulation  of  utilities,  with 
reference  to  whether  the  primary  interest  involved  is  a  local  or  a  state  interest. 
With  regard  to  regulation  of  rates,  it  is  said  that  state  regulation  of  rates  assumes 
the  form  of  an  arbitration  between  a  corporation  and  the  public  which  it  serves. 
Municipal  regulation  is  the  attempt  of  one  party  of  a  controversy  to  settle  it.  If 
any  one  should  propose  that  all  disputes  between  capital  and  labor  should  be 
settled  by  a  committee  appointed  entirely  from  labor,  the  idea  would  seem  ridic- 
ulous, but  this  is  analogous  to  what  municipal  regulation  would  mean.  Even  if 
the  political  element  did  not  enter  into  the  regulation  of  rates  by  a  municipality, 
it  would  still  mean  an  arbitration  decided  by  one  party  in  the  controversy.  There 
can  be  absolutely  no  doubt  that  the  regulation  of  utility  rates  should  be  in  the 
hands  of  an  arbitration  board  or  jury  having  as  little  personal  connection  with 
the  issue  as  is  possible.  The  municipality,  however,  is  the  last  authority  which 
should  have  such  an  important  judicial  function.  It  is  held  that  the  local  author- 
ities should  have  something  to  say  in  the  matter  of  service  and  extensions,  but  a 
state  commission  should  have  a  veto  power  and  a  general  authority  over  such 
requirements  in  case  they  should  prove  unfair  and  .unreasonable. 

2 — Public  Service  Regulation. 

The  Cost  of  Regulation.  Editorial,  Electric  Railway  Journal,  March 
14,  1914,  p.  570. 

This  refers  to  the  uncomplimentary  criticisms  which  have  been  published  in  certain 
of  the  daily  papers  in  New  York,  based  upon  the  fact  that  the  commission  for  the 
First  District  has  asked  for  an  appropriation  of  $2,200,000  for  the  present  year. 
This  appropriation  is  mainly  for  Rapid  Transit  Engineering.  It  is  said  that  the 
trouble  is  not  that  the  record  of  the  board  has  been  one  of  "futility,  inefficiency 
and  extravagance,"  as  has  been  charged,  but  that  the  present  critics  of  the 
commission  expected  too  much  from  it  in  the  first  place.  The  statement  is  made 
that  along  with  this  disappointment  may  come  realization,  perhaps,  that  members 
of  a  public  service  commission  are  only  human;  that  they  can  no  more  work 
miracles  than  can  the  officers  of  public  service  corporations,  and  tHat  railway 
regulation  is  only  less  difficult  than  the  most  difficult  of  all  things,  namely,  to  run 
railways  in  a  manner  to  satisfy  an  appetite  for  parlor  car  express  transportation 
at  freight  rate  fares. 

MUNICIPALITIES 

83 — Municipal  Ownership. 

Government  Railroad  Mismanagement  in  Canada.     Railway  Age 

Gazette,  March  6,  1914,  1  page,  page  455. 

This  states  that  the  report  which  a  Canadian  government  commission  has  just 
made  on  the  construction  by  another  Canadian  government  commission  of  the 
National  Transcontinental  railway  throws  light  on  the  question  of  government 
ownership  of  railways  in  the  United  States.  The  advocates  of  public  ownership 
base  their  case  largely  on  the  fact  that  the  government  can  borrow  money  at  a 
lower  rate  than  private  corporations.  From  this  they  infer  that  a  saving  could  be 
made  in  the  total  return  paid  on  the  investment.     The  inference  does  not  ncces- 
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sarily  follow  from  the  premise.  Whether  the  total  return  that  would  have  to  be 
paid  on  capital  would  be  less  under  government  than  under  private  ownership 
would  depend  not  only  on  the  rate  of  interest  paid,  but  also  on  the  amount  of  capi- 
tal on  which  it  was  paid.  Suppose  for  example,  that  the  government  could  borrow 
at  3£  per  cent,  while  a  private  corporation  would  have  to  pay  4£.  Suppose  also, 
that"  a  private  corporation  would  build  for  $35,000  a  mile  a  railway  which  would 
cost  the  government  $45,000.  In  that  event  the  return  which  would  have  to  be 
paid  on  the  railway  capital  per  mile  of  line  would  be  the  same.  Now,  the  report 
of  the  Canadian  commission,  which  has  been  investigating  the  expenditures  on  the 
National  Transcontinental,  tends  very  forcibly  to  sustain  the  contention  that 
government  construction  is  pretty  certain,  at  least  in  a  democratic  nation,  to  be- 
more  expensive  than  private  construction.  This  commission  estimates  that  in  the 
construction  work  done  by  the  government  no  less  than  $40,000,000  has  been  wasted. 
As  the  line  is  not  yet  finished,  and  as  the  original  estimate  of  its  cost  was  only 
$61,500,000,  the  saving  made  by  the  use  of  the  government's  credit  will,  if  this  re- 
port is  correct,  be  a  mere  bagatelle  compared  with  the  loss  caused  by  wasteful 
government  management. 

83  -Public  Ownership. 

Government  Ownership  of  Electrical  Means  of  Communication. 
Senate  Document,  399.     Pamphlet,  148  pages. 

This  contains  Postmaster  General  Burleson's  letter  transmitting  the  report  on 
government  ownership  of  the  telephone  and  telegraph  lines  prepared  by  the 
Post  Office  Department.  The  appendices,  which  cover  P23  pages,  are  listed  as 
follows:  (A)  Historical  Resume  of  the  Agitation  for  Government  Ownership  of 
the  Telegraph  and  Telephone  in  the  United  States.  (B)  State  Legislative  Action 
Relative  to  Telephone  and  Telegraph  Service.  (C)  Charts  Illustrating  Deduc- 
tions from  Statistics.  (D)  Statistical  Tables  Relative  to  Postal,  Telephonic  and 
Telegraphic  Services  in  the  Principal  Countries  of  the  World.  (E)  Miscellaneous 
Data  Relating  to  the  Postal,  Telegraph  and  Telephone  Services.  (F)  Compara- 
tive Telephone  Statistics,  1910,  Explanatory  Notes.  (G)  Comparative  Telegraph 
Statistics,  1910,  Explanatory  Notes.  (H)  Comparative  Postal  Statistics,  1910. 
Beside  the  body  of  the  report  and  the  appendices,  the  pamphlet  contains  a  tenta- 
tive draft  of  a  bill  declaring  a  government  monopoly  over  electrical  means  of 
communication,  and  supplementary  statistics  relative  to  the  telephone  and  tele- 
graph services,  compiled  and  furnished  by  the  Bureau  of  the  Census. 

84 — Public  Operation. 

Where  Government  Operation  Fails.  Editorial,  Electric  Railway 
Journal,  March  14,  1914,  p.  569. 

This  quotes  from  a  London  Daily  Mail  editorial  on  the  subject  of  the  poor  quality 
of  telephone  service  in  Europe  under  public  ownership,  to  the  effect  that  "a  govern- 
ment department  cannot  raise  and  discipline  its  staff  to  the  same  level  of  efficiency 
as  a  commercial  company;  it  cannot  act  with  the  same  freedom  and  directness  as 
a  private  board;  it  cannot  pursue  a  business  object  without  deference  to  a  hundred 
influences  and  considerations  that  have  nothing  to  do  with  business;  it  cannot 
advertise  with  anything  like  the  same  boldness;  it  naturally  seeks  efficiency 
through  economy,  instead  of  economy  through  efficiency;  it  has  to  think  of  politics 
and  political  relations;  its  whole  constitution  prevents  it  from  proving  as  enter- 
prising as  private  initiative,  as  prompt  to  discard  obsolete  methods  and  apparatus, 
as  quick  to  adopt  new  inventions,  as  skillful  and  aggressive  in  gathering  in  sub- 
scribers." It  is  said  that  these  comments  are  in  no  sense  directed  against  the 
faithful  work  of  individuals  in  governmental  service,  but  they  hit  the  nail  squarely 
on  the  head  when  it  comes  to  the  matter  of  municipal,  state  or  national  owner- 
ship and  operation  of  utilities  which  will  best  develop  under  private  control, 
subject,  of  course,  to  wise  regulation  by  commissions  or  other  designated  tribunals 
capable  of  limiting  their  tasks  to  supervision  and  of  avoiding  the  pitfalls  of  public 
management.  ' 
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83 — Public  Ownership. 

The  Evils  and  Perils  of  National  Ownership,  Ar.  E.  L.  A.  Bulletin, 
March,  1914,  page  67. 

This  states  that  in  these  days,  when  so  much  is  being  put  forward  by  those  who 
could  easily  know  better  if  they  would,  as  to  the  beauties  and  advantages  of  muni- 
cipal and  government  ownership,  it  is  pertinent  and  interesting  to  note  how  con- 
stant and  incessant  is  the  burden  of  complaint  from  Europe,  where  most  things  in 
the  way  of  public  utilities  are  being  operated  very  unprofitably  by  "men  in  but- 
tons," servants  of  the  State  or  the  city,  presumably  the  employees  of  the  tax- 
payer, but  in  reality,  his  masters.  Reference  is  made  to  various  public  ownership 
complications  in  European  cities  and  countries.  Quotations  are  given  from  the 
London  Daily  Graphic  and  Bulletin  of  the  Comite  Central  Industrie!  de  Belgique 
concerning  the  nationalized  steam  railways  of  Switzerland  to  show  the  immense 
and  unexpected  difficulties  which  the  Swiss  government  has  met  in  handling  ser- 
vice, rates,  and  other  matters. 

GENERAL 

149 — Holding  Companies. 

Anti-Trust  Legislation.  Article  and  Editorial,  Electrical  World,  1 
page,  March  14,  1914,  p.  579  and  p.  574. 

This  gives  an  abstract  of  the  testimony  of  Mr.  Bernard  Flexner,  representing  the 
Middle  West  Utilities  Company  of  Chicago,  before  the  House  Committee  on  the 
Judiciary,  in  the  anti-trust  legislation  hearings.  It  is  pointed  out  that  a  holding 
company  owning  the  securities  of  gas  and  electric  light  utilities  should  be  excluded 
from  the  operation  of  a  statute  affecting  holding  companies.  The  Middle  West 
Utilities  Company  holds  the  securities  of  electric  light  properties  in  widely  sepa- 
rated localities.  All  of  these  properties  are  operated  by  domestic  corporations 
of  the  states  containing  the  localities.  Most  of  the  states  have  public  service 
commissions  and  the  very  thing  that  it  would  be  desired  to  accomplish  is  being 
done  by  the  states  themselves.  Companies  which  hold  the  securities  of  various 
operating  companies  make  it  possible  to  develop,  in  the  communities  in  which 
operations  are  conducted,  a  character  of  service  that  otherwise  would  have  been 
absolutely  impossible. 

The  editorial  points  out  that  it  is  true  that  the  holding  company  for  public  utili- 
ties represents  an  aggregation  of  plants,  but  in  the  collection  of  these  plants  the 
object  is  not  to  effect  a  monopoly  of  the  kind  against  which  public  opinion  is 
aroused.  It  is  to  bring  together  under  a  single  executive  and  financial  manage- 
ment plants  that  are  usually  widely  separated  in  territory  and  without  the  chance 
for  competition.  To  this  aggregation  of  plants  economies  in  financing  and  opera- 
tion are  applied. 

COURT   DECISION   REFERENCES. 

221.1 — Issues  of  Stocks  and  Bonds. 

Alabama  &  N.  O.  Transp.  Co.  et  al.  v.  Doyle  et  al.  Decision  of  the 
United  States  District  Court,  E.  D.  Michigan,  S.  D.  January  28,  1914. 
210  Federal  173. 

This  decision  holds  that  the  Michigan  Blue  Sky  law  (Pub.  Acts.  Mich.  1913, 
No.  143)  is  illegal  in  so  far  as  it  gives  the  Securities  Commission  power  to  forbid 
the  sale  of  securities  at  less  than  what  they  think  is  a  proper  price;  in  so  far  as 
it  directly  and  substantially  burdens  interstate  commerce;  and  in  so  far  as  it 
forbids  sales  within  30  days  after  information  concerning  the  securities  is  re- 
quested. It  is  said  that  these  provisions  affect  the  entire  scheme  of  the  act 
so  that  no  part  of  it  can  be  sustained. 
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129.4  Refunds 

129.5 
127.9 

130     PROTECTION  OF  THE  CORPORATION 

131  Protection  from  Confiscation 

132  Protection  from  Competition 

132.1  Natural  Monopolies 

132.2  Fair  Rates  and  Efficient  Service 
132.:. 

132.8  Unnecessary  Duplication 

132.9  Development  Duplication 
134 

135 

138  Contracts 

139  Limitations  to  Service 

139.1 
139.:; 
139.5 

139.9       Deposit- 
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140     RELATIONS  OF  CORPORATIONS  WITH  EACH  OTHER 

141  Reorganization 

142  Reincorporation 

143  Co-Operation 

144  Mergers 

145  Dissolution  of  Mergers 
146 

147 

148  Competition 

149  Holding  Companies 

149. 1      Stock  Ownership 

149.3 

149.5 

149.7 

149.9 

190     GENERAL  HISTORY  OF  ELECTRIC  UTILITIES 
199     General  History  of  Related  Utilities 


200     PUBLIC  SERVICE  REGULATION— LAW  AND  PRACTICE 

210     ORGANIZATION  OF  COMMISSIONS 

211  Qualifications — Appointment 

211.9     Removal  of  Commissioners 

212  Officers 

213  Employes 

214  Expenses  of  Commissions 

220     GENERAL  POWERS  OF  COMMISSIONS 

221  Capitalization 

221.1     Issue  of  Stocks  and  Bonds 

222  Accounts 

222.1  Form  of  Accounts 

222.2  Audit  of  Accounts 

222/;     Method  of  Keeping  Accounts 

223  Reports 

224  Rates 

224.1 

224.2     Contracts 

224.3 

224.5     Rates  Fixed  by  Contract 

224.9 

225  Schedules 

225.1     Filing  of  Schedules 

226  Service 

226.1  Improvement  of  Service 

226.2  Extension  of  Service 

226.3  Joint  Service 

226.5     Standards  of  Service 

227  Valuation 

228  Franchises 

228.1     Approval  of  Franchises 
228.5 

230     COMPLAINTS 

231     Companies'  Procedure 
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240 


COMMISSION  PROCEDURE 

241 

Investigations 

242 

Hearing; 

3 

242.1 

Testimony 

242.2 

Depositions 

2  12.:; 

Subpoenas  and  Witnesses 

242.4 

Experts 

243 

Orders 

243.1 

Preliminary 

243.2 

final 

243.3 

After  rehearing 

243.4 

Staying  of  orders 

243.5 

Enforcement 

243.6 

Penalties 

244 

Rehearings  and  Appeal 

241 

249 

250     COMMISSION  RECORDS 

251  Publicity 

252  Commission  Annual  Reports 

253  Commission  Reports  of  Decisions 

260     HISTORY  AND  DEVELOPMENT  OF  REGULATION 

261  Public  Service  Bills 

265  Co-operation  of  Public  Service  Companies  with  Regulatory  Bodies 

268  Public  Service  Laws 

269  Comparison  of  Public  Service  Laws 

300     INVESTMENT  AND  RETURN 

310     VALUATION 

311  Basis  of  Valuation 

311.1  Original  Cost 

311.2  Reproduction  Cost  New 

311.3  Present  Value 

311.4  Market  Value 

311.5  Cost  plus  Cost  of  Additions  and  Extensions 

312  Inventory 

312.1     Physical  Property 

312.8  Discarded  Property 

312.9  Paving  over  Mains 

313  Prices 

314  Overhead  Charges 

314.1  Promotion 

314.11  Initial  Engineering 

314.12  Legal  Expense 

314.2  Organization 

314.21  Incorporation 

314.22  Franchises 

314.23  Permits 

314. 3  Bond  Discounts 

314.4  Construction 

314.41  Engineering 

314.42  Administration 

314.43  Contingencies 

314.44  Contractor's  Profit 

314.45  Sub-contractor's  Profit 

314.46  Piece  Meal  Construction 

314.5  Interest  during  Construction 

314. (i     Taxes  and  Insurance  during  Construction 
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314.7  Early  Experimental  Work 

314.8  Deficit  in  Early  Earnings 

314.9  Special  Advertising  and  Soliciting 
315     Intangibles 

315.1  Going  Value 

315.2  Good  Will 

315.3  Special  Contracts 
315.9 

317  Construction  in  Advance  of  Present  Needs 

318  Working  Capital 

319  Land 

320     APPRECIATION 

330     CAPITALIZATION 

331  Amount  of  Investment 

331.1  Eor  Rate  Making  Purposes 

331.2  Total  Capitalization 

331.3  Market  Value  of  Stocks  and  Bonds 

331.4  Original  Book  Cost 

331.5  Net  Earnings  Rule 

332  Notes  and  Other  Issues  for  Less  Than  One  Year 
335     Issues  of  Stocks  and  Bonds 

337     Stocks  without  Par  Value 

340     RATE  OF  RETURN 

341  Bond  Interest 

342  Dividends 
343 

345 
347 
349 

350     TOTAL  REVENUE,  EXPENSE,  INCOME 

351  Revenue 

352  Expense 

353  Income 

354  Surplus 

360     DEPRECIATION 

361.1  Wear  and  Tear 

361.2  Inadequacy 

361.3  Obsolescence 
362     Accrued  Depreciation 

365  Annual  Rate  of  Depreciation 

365.1  Straight  Line  Method 

365.2  Sinking  Fund  Method 

366  Depreciation  Funds 
369     Depreciation  Tables 

370     PROFIT  SHARING 

371  Sliding  Scale  of  Rates  and  Dividends 

372  Employes  Profit  Sharing 

373  City  Profit  Sharing 

374  Pensions,  Sick  Benefits,  etc. 

380     TAXATION 

381  City 

382  State 

383  City  Compensation 

384  Federal  Income  Tax 
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390     GENERAL  INVESTMENT  AND  RETURN  INFORMATION 

391     Reports  of  Companies 

395     Proceedings  of  Technical  Associations 

399     Comparative  Financial  Statistics 

400     RATE  THEORY 

410     COST  OF  SERVICE 

411     Apportionment  of  Expense 

411.1  Customer  Charges 

411.2  Demand  Charges 

411.3  Energy  or  Output  Charges 
411.9 

419     Return  for  Different  Character  of  Service 

450     VALUE  OF  SERVICE  THEORY 
451     Increment  Costs 

490     HISTORY  AND  DEVELOPMENT  OF  ELECTRIC  RATE  THEORY 

500     RATE  PRACTICE 

510     FORMS  OF  RATES 

511  Flat  Rates 

512  Consumers'  Output  Rates 

513  Meter  Basis 

513.1     Straight  Line  Meter  Rate 
513.3 

513.8  Block  Meter  Rate 

513.9  Step  Meter  Rate 

514  Demand  Basis 

514.1  Hopkinson  Rate 

514.11  Multiple  Hopkinson  Rate 

514.3  Wright  Demand  Rate 

514.31  Multiple  Wright  Demand  Rate 

514.5  Three  Charge  Rate 

514.51  Multiple  Three  Charge  Rate 

520     DETERMINATION  OF  DEMAND 

521  Application  of  Demand 

521.1  Width 

521.2  Use  for  Rate  Purposes 

522  Actual  Measurement  of  Demand 

522.1  Maximum  Demand  Indicators 

522.2  Graphic  Instruments 

522.3  Tests 

523  Estimated  Demand 

523.1  Connected  Load   Basis 

523.2  Area  of  Premises  Basis 

523.3  Number  of  Rooms  Basis 

523.4  Number  of  Outlets  Basis 

523.5  Taxable  Value  Basis 

524  Limiting  Demand 

530     DISCOUNTS 

531  Prompt  Payment  Discount 

532  Delayed  Payment  Penalty 

533  Quantity  Discounts 

534  Length  of  Contract  Discounts 
537 

539 
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540     MINIMUM  CHARGE 
545     Meter  Rental 

550     LAMPS 

551  Initial  Supply 

552  Renewals 

553  Allowance  when  not  Supplied 

554  Sale  Price 
559 

560  STANDARD  RIDERS 

570  TERM  OF  CONTRACT 

580  TERMS  AND  CONDITIONS 

590  MEASUREMENT  OF  ENERGY 

600     RATE  DIFFERENTIALS 

610     CHARACTER  OF  SERVICE 

611  Light 

611.1  Residences 

611.2  Commercial 
611.3 

611.. j     Wholesale 

612  Power 

612.1  Small  Power 

612.2  Large  Power 
612.  o     Unrefined 

612.4     Distribution  Economies 

613  Combined  Light  and  Power 

614  Heating  and  Cooking 

615  Feature  Rates 

615.1  Limited  Hour  Service 

615.2  Development  Rates 

616  Official  or  Government  Rates 

616.1     Street  Lighting 

617  Breakdown  or  Auxiliary  Service 

617.5 

620     FACTORS  AFFECTING  RATES 

621  Demand  Factor 

622  Diversity  Factor 

623  Load  Factor 

624  Power  Factor 

625  Distance  Factor 

626  Seasonal  Factor 

627  Conjunctional  Use 

628  Quantity  Use 

629  Competition 

650     DISCRIMINATION 

700     SCHEDULES  AND  SERVICE 

710     SCHEDULES 

711  Form  of  Schedules 

712  Publicity  of  Schedules 

713  Filing  of  Schedules 

714  Notice  for  Change  of  Rate 

715  Time  and  Effect 
716 

720     RATE  SCHEDULES 

729     Maximum  Rate 
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730     TERMINOLOGY 

731     Electric  Definitions 

732 

733     Classifications 

7;;:J.l      Dewey   Decimal  System 

733.2     Rate  Research  Svstem 

733.9 
735     Technical  Data 

735.1  Moonlight  Schedules 

735.2  Daylight  Schedules 
7:;.")..">     Meters 

738  Bibliographies 

739  General  Data 

740     COMPANY  DATA 

750     COMPARATIVE  COMPANY  DATA 

770     SAFETY  OF  SERVICE 

771  Inspection 

772  Reports  of  Accidents 
775 

779     Smoke  and  Health  Regulation 

780     SERVICE 

781  Adequacy 

781.1      Increase  of  Facilities 

782  Efficiency 

782.1  Regularity 

782.2  Voltage  Regulation 
782.3 

782.5     Lamp  Efficiency 

785  Accuracy  of  Standards 

786  Tests  and  Accuracy  of  Meters 
788 

789     Kind  of  Service 

800     MUNICIPALITIES 

810     MUNICIPAL  OR  LOCAL  REGULATION  OF  UTILITIES 
820     STATE   REGULATION   OF   MUNICIPAL  UTILITIES 
830     PUBLIC  OWNERSHIP 

831     Purchase  by  Municipality 

831.1     Municipal  Bond  Issues 

840     PUBLIC  OPERATION 

850 

860 

870 

880 

890     MUNICIPAL   STATISTICS 

900     GENERAL 

910     PROMOTION  AND  GROWTH  OF  BUSINESS 

920     ECONOMY  AND  EFFICIENCY 

930 

940 

950     PROGRESS  IN  THE  ART 

960  CO-OPERATION 

970  COLLATERAL  BUSINESS  OF  UTILITIES 

980  PUBLIC  RELATIONS 

990  EMPLOYES 
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Accounting    for    depreciation 

Administration  views  on  holding 
companies     

Affairs  of  the  Sanitary  District  of 
Chicago     

Aitchison,  Clyde  B.  Present  prob- 
lems in  public  service  regulation.  . 

Alabama — Court  of  Appeals. 

Harrison  v.  Birmingham  Water 
Works  Co.  Re  refusal  of  Serv- 
ice          

Alabama— R.  R.   C. 

Central  of  Georgia  Railroad  Com- 
pany   v.    ;    Western    Ry.    of 

Alabama  v.  same.  Decision  of 
the  District  Court  Alabama  M. 
D.  Re  2% -cent  fare  for  intra- 
state  traffic    

Alabama  &  N.  O.  Transp.  Co.  et  al. 
v.  Doyle  et  al.  Holds  Michigan 
Blue  Sky  law  to  be  illegal.  De- 
cision    of     District     Court,     E.     D. 

Michigan,   S.    D 

Alexander,  D.  C,  Jr.  Street  rail- 
ways     and      electric      lighting      in 

China      

All  telephone  rates  in  the  city   (New 

York)   will  be  revised 

Alvord,  John  W.  (The)  deprecia- 
tion of  public  utility  properties 
as    affecting    their    valuation    and 

fair     return 175,    313, 

Amendments'    of    1913    to    the    utility 

law  of  Ohio 

American  Electric  Railway  Associa- 
tion. Address  of  President  Black 
before  the  midyear  meeting  of  the, 

Jan.    29,    1914 

American  Institute  of  Electrical  En- 
gineers. Distribution  of  electrical 
energy :  Report  of  sub-committee 
on  distribution,  by  P.  Junkersfeld, 

chairman 

American  Society  of  Civil  Engi- 
neers, committee  on  valuation. 
Valuation  of  public  utility  prop- 
erty  for   rate   making 302, 

American     Society     of     Civil     Engi- 
neers.     (The)    depreciation  plan  of 
the  valuation   committee  of  the.  .  . 
American    Telephone    and    Telegraph 

suit,   settlement   of 

Anderson,  Henry  W.  (The)  rela- 
tions   of   public    service    companies 

and    the    public 

Anderson,  William.  (The)  work  of 
public  service  commissions  with 
special  reference  to  the  New  York 

commissions      

Anti-trust     legislation 

Arizona — C.  C. 

Bonbright  et  al.  v.  Geary  et  al.  ; 
Kelly  v.  Same.  Decision  of  the 
District     .  Court.         Appeal        in 

Phoenix    rates    case 

I.    E.    Huffman,    Mayor,    et    al.    v. 
Tucson   Gas,   Electric   Light   and 
Power    Company   rates    case.  .  .  . 
Phoenix   v.    Pacific   Gas   and   Elec- 
tric  Company   rates   case 

Tentative    rules    for    standards    of 

service     

Arkansas — Supreme    Court. 

Smith  v.  Southwestern  Telegraph 
and  Telephone  Co.  Re-supply- 
ing   telephone    service 


Ashton  and  St.  Anthony  Power  Co., 
application    of    re    protection    from 

•59b  competition.  Decision  of  the 
Idaho    P.    U.    C 

•>1<  Ayling,  Charles  L.  Purchased 
power    and    the   street   railway.... 

oU  4 

189  B 

Baltimore,  telephone  rates  in.  Gregg 
et  al.   v.   Laird   et   al.    Decision   of 

Maryland    Court   of   Appeals 

383       Baltimore — Maryland. 

Opinion  of  the  counsel  of  the 
Maryland  P.  S.  C.  in  regard  to 
the  abrogation  of  a  contract  by 
the    Consolidated    Gas,     Electric 

Light    and    Power    Co 

Baltimore  &  Ohio  R.  Co.,  Public  Ser- 
336  vice  Commission  of  Maryland  v. 
Laird  et  al.  ;  Public  Service  Com- 
mission v.  B.  &  O.  Co.  Re  state 
commission's  power  over  bond  is- 
sues of  Interstate  R.  R.  Decision 
400  of  the  Court  of  Appeal's  of  Mary- 
land     

Banker's  view  of  regulation.      (The) 
255  Investing  public  in  Wisconsin  con- 

siders the  work  of  commission  has 
219  brought    great    stability    to    public 

utility     securities 

Barker,  P.  E.     Relation  of  surplus  to 

rate     making 

380  Baylor,  A.  K.  Influence  of  the  hold- 
ing companies  on  electric  utilities. 
254  Beatrice-Nebraska.  State  Ry.  C. 
Decision  in  Lincoln  Telephone  and 
Telegraph  Co.  case.  Re  merger 
and    rates 

317  Beaver  Dam  Power  Company,  South- 

ern Idaho  Water  Power  Co.  v. 
Competition   case.     Idaho   P.   S.   C. 

decision     

Bemis.   Edward  W.      (The)    account- 

336  ing  side  of  rate  making 

Bergen  Telephone  Company  and 
Clinton  Telephone  Company.  Ap- 
plication   for    physical    connection. 

3S1  Decision  of  the  Wisconsin  Rail- 
road   Commission 

Berlin    Electric    Light    Co.      Applica- 

332  tion   for   authority   to   transfer   the 

properties    of    the    Berlin    Electric 

2  20  Light   Co.    and    the    Cascade    Elec- 

tric Light  and  Power  Company,  to 
the   Twin    State    Gas    and   Electric 

318  Co.  Decision  of  the  New  Hamp- 
shire P.   S.  C 

Bessette    v.    Goddard    et    al.      Grade 
crossing    suit    discussing-    commis- 
334  sion's     jurisdiction.        Decision      of 

400  the   Supreme  Court  of  Vermont... 

Binghamton,  city  of,  et  al.  :  Lyon  v. 
Decision  of  the  New  York  Su- 
preme   Court,     Appellate    Division, 

re    municipal    bond    issues 

376  Birmingham  Water  Works  Co.,  Har- 
rison v.  Decision  of  the  Court  of 
Appeals    of    Alabama,     re    refusal 

20  of   service 

Black,    President,    address   of,    before 
38  the  midyear  meeting  of  the  A.  E. 

R.   A.,    Jan.    29,    1914 

186       Bonbright  et  al.  v.  Geary  et  al..  Cor- 
poration    Commission     of     Arizona 
et  al.  :  Kelly  v.  Same.     Decision  of 
the   District   Court,   D.   of  Arizona, 
45  in    Phoenix    rates    case 
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Bowker,  William  R.  Electric  rail- 
way operation,  the  public  and  the 
fare     . 109 

Brandeis,  Louis  D.  Central  power- 
station    rates 35.    51,    91,       92 

Brenton.  C.  E.  Accounting  for 
maintenance  and  investment  of  a 
public   utility   company 365 

Bridgeport,  Connecticut.  United  Il- 
luminating Co.,  rate  schedule  (c. 
Feb.,     1914) 339 

Brocket!.  X.  W.  Uecent  and  pro- 
posed legislation  affecting  public 
utilities 15 

Brown,  William  C.  Address  of,  be- 
fore the  Chamber  of  Commerce  of 
the    United    States 283 

Bruch,  Charles  P.  Government  own- 
ership  of   telegraph   lines 381 

Buffalo  Gas  Co.  v.  the  City  of  Buf- 
falo. Rates  case.  Decision  of  the 
New  York  P.  S.  C.    (2nd  D) 71 

Buffalo  Gas  Company,  Buffalo  v., 
rates  case.  Decision  of  the  New- 
York  Supreme  Court,  Special 
Term,    Erie    County 124 

Burch.  Edward  P.  Review  of  peak 
loads  on  electric  power  plants....        93 

Burdett,  Everett  W.  Municipal  own- 
ership v.  private  enterprise 254 

Bureau    of    standards 334 

Bureau  of  the  Census — See  U.  S. — 
Bureau  of  the  Census. 

Butte  Water  Co.  v.  City  of  Butte. 
Decision  of  the  Supreme  Court  of 
Montana   re   ambiguous   contract.  .      38  4 


Caldwell,  George  B.  Address  to  the 
members  of  the  Investment  Bank- 
ers'   Association    of    America,    Oct. 

29,     1913 159 

California.  Law  providing  for  in- 
corporation    and     organization     of 

public    utility    districts 108 

California — Jt.  Committee  on  induc- 
tive interference  between  power 
and  communication  lines.  General 
progress  report  of  joint  commit- 
tee,   Dec.    16,    1913 366 

California — R.   R.   C. 

Fowler  ■  Independent  Telephone 
Company,  application  of  re  dis- 
criminatory rates  to  stockhold- 
ers           340 

Glendale  v.  Title  Guarantee  and 
Trust  Co.  Re  commission's  jur- 
isdiction over  charges   for  water 

connections     89 

Great  Western  Power  Co..  com- 
plaint v.  alleging  company's  re- 
fusal  to  provide  service 32S 

North  Coast  Water  Co.,  applica- 
tion for  increase  in  rates,  be- 
cause   of    appreciation    of    land 

values     230 

Oro  Electric  Corporation,  applica- 
tion of,  re  exercising  franchises. 

Supplementary     order 38 

Pacific  Light  &  Power  Corpora- 
tion, application  to  enter  terri- 
tory served  by  the  Newport 
Beach  Electric  Light  and  Power 

Company     153 

Pacific  Telephone  &  Telegraph  Co. 
v.  Decision  of  the  California 
Supreme  Court.  Decision  re  re- 
fusal of  service,  defining  powers 
of  the  California  courts  with 
reference  to  Commission's  or- 
ders          343 

Palermo  Land  and  Water  Com- 
pany, application  of,  re  increase 
in  rates.  Ruling  on  deprecia- 
tion           298 


Peoples  Water  Company,  Com- 
plainants v.  Re  extension  of 
water  mains  at  the  expense  of 
the    company 264 

Solari,  V.  A.  v.  Tuolumne  Count v 
Electric  Power  and  Light  Com- 
pany.     Rates   case 25 

Ventura  County  Power  Co.  Ap- 
plication of,  re  sale  of  plant,  at 
less  than  fair  value,  to  munici- 
pality        56 

California — Supreme    Court 

Pacific  Telephone  &  Telegraph  Co. 
v.  Eshelman  et  al.  Decision  re 
refusal  of  service,  defining  pow- 
ers of  the  California  courts  with 
reference     to     Commission's     or- 

Callahan,  '  E. '  L.'  '  '  Co-operation  '  be- 
tween electric  vehicle  manufac- 
turers and  central    stations  oq 

Canada — Board    of   Ry.    C. 

Seventh  annual  report  for  the  year 

ending    March    31,    1912.  29 

Carle,  F.  Nelson.  (The)  merchant, 
the  central  station  and  the  elec- 
tric    truck no 

Carlton,  Newcomb.  Address 'of.' be- 
fore the  alumni  of  Stevens  Insti- 
tute       907 

Carolina  Telephone  and  ' Telegraph 
Co  Woodley  v.  re  payment  of 
bills  in  advance.  North  Carolina 
Supreme    Court   decision....  1  ■■- 

Cascade  Electric  Light  and  Power 
Company.  Application  for  au- 
thority to  transfer  the  properties 
of  the  Berlin  Electric  Light  Co 
the  Cascade  Electric  Light  and 
Power  Company,  to  the  Twin 
State  Gas  and  Electric  Company 
Decision  of  the  New  Hampshire 
■P.    S.    C g  7 

Cass  County  Telephone  Co.  Briggs 
et  al.  v.  Cass  Circuit  Judge.  De- 
cision of  the  Supreme  Court  of 
Michigan.  Re  right  of  Circuit 
Court  to  issue  order  to  preserve 
status    quo 39Q 

Castle  Rock,  town  of,  v.  Furtii  et  al 
Decision   of  the   Supreme   Court  of 
Washington,    re    penalty    for    non- 
use  of  franchise 354 

Cedar  Rapids,  city  of,  Sloan  '  v. '  re 
charging,  by  municipal  water 
works,  of  rate  which  under  pri- 
vate ownership  had  been  held  to 
be  unreasonable.  Decision  of  the 
Supreme  Court  of  Iowa 58 

Census — See  U.  S.  Bureau  of  the 
Census. 

Central  of  Georgia  Railroad  Com- 
pany v.  Railroad  Commission  of 
Alabama;  Western  Ry.  of  Ala- 
bama v.  Same.  Decision  of  the 
District  Court  M.  D.  Alabama  re 
2 14 -cent  fare  for  interstate  traf- 
fic              336 

Central  of  Georgia  Ry.  Co.  v. 
Wright,  comptroller  general  of 
Georgia.  Re  taxation  of  leased 
railroads.  Decision  of  the  District 
Court  N.   D.   of  Georgia 96 

Central     power      station      rates,      by 

Louis   D.    Brandeis.  ..  .35,     51,     91,        92 

Central-station  unit-costs  account- 
ing          221 

Central  stations  in  large  cities  (edi- 
torial on  Prof.  G.  Klingenberg's 
article  "Electricity  Supply  of 
Large     Cities.") 23S 

Central  Union  Gas.  Co.,  Sling  et  al. 
v.  New  York  Supreme  Court  de- 
cision, Appellate  Term,  First  De- 
partment,   re   deposits 256 
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Cheap   electricity    in    Sweden 191 

Chicago.  Rate  schedules  fixed  by 
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Helena  Light  &  Railway  Company 

rates   case    179,    39o 

Montana — Supreme    Court . 

Butte  Water  Co.    v.   City   of    Butte. 
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sion of  the  New  York  Supreme 
Court      102 

Muscatine,     Iowa.        Expert      reports 
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Nebraska — S.    Ry.    Comm. 

Lincoln  Telephone  and  Telegraph 
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purity,  he;, ting  value  of  gas  and 
gas  pressure,  and  fixing  the 
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Delaware  and  Atlantic  Telegraph 
and  Telephone  Co.  v.  City  of 
Ocean  City.  Re  substituting  un- 
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approval  of  the  issue  of  bonds 
as  collateral  trust  notes 165 

Phillipsburg's  Light,  Heat  and 
Power  Company,  petition  for  ap- 
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mutation   rates 96 

New    Jersev — Supreme    Court. 

Delaware  L.  &  W.  R.  R.  Co.  t>. 
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River  R.  Co.  and  New  York  and 
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brief  for  complainant  on  the 
facts.  Re  variable  rates  for 
electricity    203 

Specifications  for  watt-hour  meters'        90 
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Complaint  v.  Re  eommunta- 
tion  rates    41 

New  York — Supreme  Court.  Appel- 
late Term,  First  Department. 
Olin  v.  United  Electric  Light  & 
Power  Company.  Re  disconnect- 
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Judicial  Court  of  Massachusetts. 
Re  issue  of  convertible   debentures      3  48 

New  York,  New  Haven,  and  Hart- 
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R.  Co.  and  New  York  and  Har- 
lem R.  Co.,  Complaint  v.  Re 
commutation  rates.  Decision  of 
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